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New York Escrows 


If you have any documents pertaining to New York real 
estatejto be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 

ience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 


176 BroaDway 175 Remsen STREET 
New Yorx BROOKLYN 


A valuable Philadelphia 


connection 


The factors which make this Company a convenience 

to Philadelphians will frequently be found of definite 

advantage to others, in distant points. Located in 
the heart of Philadelphia’s financial and business district, and near 
the city’s central railroad stations, The Real Estate-Land Title 
and Trust Company has had more than fifty years’ experience in 
all phases of banking and trust affairs. 


The REAL ESTATE-LAND TITLE 
and TRUST COMPANY 
PHILADELPHIA 


Main Office: Downtown Office: 
Broad and Chestnut Streets $17 Chestnut Street 





TRUST COMPANIES 





~today as always 


Today as always ~ f 





TRUST COMPANIES 





i ai A 


i j ti ih 
a ih li 


=f 
! ( 


afi i 


BANKERS TRUST COMPANY 


PARIS NEW YORK LONDON 


CAPITAL $25,000,000 SURPLUS FUND $50,000,000 
UNDIVIDED PROFITS over $27,136,109 


(Figures as of December 31, 1932) 














TRUST COMPANIES 


CHARTERED 1863 


United States Trust Company 
of New York 


45-47 WALL STREET 


Capital - - - - - $2,000,000.00 
Surplus and Undivided Profits 27,050,746.17 





THIS COMPANY ACTS AS EXECUTOR, ADMINISTRATOR, TRUSTEE, 
GUARDIAN, COMMITTEE, COURT DEPOSITARY, AND IN 
ALL OTHER RECOGNIZED TRUST CAPACITIES 





IT HOLDS AND MANAGES SECURITIES AND OTHER PROPERTY, 
REAL AND PERSONAL, FOR ESTATES, CORPORATIONS 
AND INDIVIDUALS 





OFFICERS 


EDWARD W. SHELDON, Chairman of the Board 
WILLIAM M. KINGSLEY, President 
WILLIAMSON PELL, Ist Vice-President STUART L. HOLLISTER, Ass’t Comptroller 
FREDERIC W. ROBBERT, Vice-Pres. and Comp. LLOYD A. WAUGH. Ass’t Comptroller 
THOMAS H. WILSON, Vice-President and Secy. HENRY L. SMITHERS, Ass’t Secretary 
ALTON S. KEELER, Vice-President ELBERT B. KNOWLES, Ass’t Secretary 
ROBERT S. OSBORNE, Ass’t Vice-President ALBERT G. ATWELL, Ass’t Secretary 
WILLIAM C. LEE, Ass’t Vice-President HENRY E. SCHAPER, Ass’t Secretary 
HENRY B. HENZE, Ass’t Vice-President HARRY M. MANSELL, Ass’t Secretary 
CARL O. SAYWARD, Ass’t Vice-President GEORGE F. LEE, Ass’t Secretary 
GEORGE MERRITT, Ass’t Secretary 


TRUSTEES 
FRANK LYMAN CORNELIUS N. BLISS WILLIAMSON PELL 
JOHN J. PHELPS WILLIAM VINCENT ASTOR LEWIS CASS LEDYARD, Jr. 
EDWARD W. SHELDON JOHN SLOANE GEORGE F. BAKER 
ARTHUR CURTISS JAMES FRANK L. POLK WILSON M. POWELL 
WILLIAM M. KINGSLEY THATCHER M. BROWN JOHN P. WILSON 
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SALMON P, CHASE °* Secretary of the Treasury under LINCOLN 


THE 
CHASE NATIONAL BANK 
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Chairman Governing Board and President 


Cuartes S. McCain Joun McHucu 


Chairman Chairman 
Board of Directors Executive Committee 
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The Chase is acommercial bank that since 





1877 has offered every protection, facil- 





ity and convenience known to banking. 
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FIDELITY~- PHILADELPHIA 
TRUST COMPANY 


Organized 1866 


135 South Broad Street 
325 Chestnut Street 6324 Woodland Avenue 
PHILADELPHIA 
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First Union Trust 
and Savings Bank 


Affiliated 
The First National 
Bank of Chicago 


Qualified in Strength, Size, 
Experience and Prestige to 
serve in the most responsi- 
ble corporate trust capacities: 


Corporate Trustee 
Registrar 
Transfer Agent 
Depositary 
Disbursing Agent 
Paying Agent 
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a Pp SAVINGS BANK. 


ARRIS TRUSTAN 


‘Your Personal Bank”’ 


A Friend 
In 
Chicago 


Occasionally a client may 
need the assistance of an 
out-of-town trust company. 
If the need should arise for 
a trust company in Chicago, 
we should be pleased to 
have you suggest a call 
upon us. 


Whenever you send any 
clients to us, you can be 
confident that their inter- 
ests and yours will be thor- 
oughly protected. 


TRUST DEPARTMENT 
Harris Trust and Savings Bank 


Organized as N. W. Harris & Co., 1882. Incorporated 1907 


HARRIS TRUST BUILDING, CHICAGO 
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Foresight 


The new 30-story Girard Trust Company Building is 
attracting the attention of progressive business and pro- 
fessional men who realize the importance of location 
and environment to the future growth of their business. 


An examination of the operating economies that result 
from increased office efficiency and more advantageously 
planned space which this building offers may reveal 
factors of utmost importance to your business. 


RENTAL OFFICE, Room 1704 TELEPHONE, Rittenhouse 2342 


GIRARD TRUST 


COMPANY 


BUILDING 


1400 So. Penn Square - Philadelphia 
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The Comptroller of the State of New York 


will sell at his office at Albany, New York 
June 28, 1933, at 1.00 o’clock P.M. (daylight saving time) 


$26,595,000.00 


Serial Bonds of the 


State of New York 


Dated July 1, 1933, and maturing as follows: 


$14,595,000.00 — 1934 to 1940 
6,000,000.00 — 1934 to 1958 
6,000,000.00 — 1934 to 1983 


Principal and semi-annual interest January Ist and July Ist, payable in lawful money 
of the United States of America at the Bank of the Manhattan Company, 
40 Wall Street, New York City 


Exempt from all Federal and New York State Income Taxes 


$14,595,000.00 Unemployment Relief Bonds 


Maturing $2,085,000 annually July 1, 1934 to 1940, inclusive. 


$6,000,000.00—General State Improvement Bonds 


Maturing $240,000 annually July 1, 1934 to 1958, inclusive. 


$6,000,000.00—Elimination of Grade Crossings Bonds 


Maturing $120,000 annually July 1, 1934 to 1983, inclusive. 


Bidders for these bonds will be required to name the rate of interest which the bonds are to bear, 
not exceeding 4 (four) per centum per annum. Such interest rates must be in multiples of one-fourth 
of one per centum and not more than a single rate of interest shall be named for each issue. 

Bidders may condition their bids upon the award to them of all but no part of the entire $26,595,000 
bonds and the highest bidder on the basis of ‘‘all or none’’ will be the one whose bid figures the lowest 
interest cost to the State on all issues combined after deducting the amount of premium bid, if any. 

No bids will be accepted for separate maturities or for less than par value of the bonds nor unlesS 
accompanied by a deposit of money or by a certified check or bank draft upon a solvent bank or trust 
company of the cities of Albany or New York payable to the order of the ‘““Comptroller of the State 
of New York” for at least two per cent of the par value of the bonds bid for. No interest will be allowed 
upon the good faith check of the successful bidder. 

All proposals together with the security deposits must be sealed and endorsed, ‘*Proposal for 
bonds,”’ and enclosed in a sealed envelope directed to the ‘Comptroller of the State of New York, 
Albany, New York.” 

The Comptroller reserves the right to reject any or all bids which are not in his opinion advan- 
tageous to the interest of the State. 

Approving opinion of Honorable John J. Bennett, Jr., Attorney General of the State, as to the 
legality of these bonds and the regularity of their issue will be furnished the successful bidder upon 
delivery of the bonds to him. 

If the definitive bonds of this issue can not be prepared and delivered at a time to suit the pur- 
chaser, the State reserves the right to deliver Interim Certificates pending preparation of the Definitive 
Bonds and will endeavor to have these Interim Certificates ready for delivery on or about July 3, 1933. 

The net debt of the State of New York on June 1, 1933, amounted to $512,813,387.89, which iS 
about 1.7 per cent of the total assessed valuation of real and personal property of the State subject to 
taxation for State purposes. 

Circulars descriptive of these bonds will be mailed upon application to 


MORRIS S. TREMAINE, State Com piroller 
Dated June 16, 1933. Albany, N. Y. 
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F iduciary Service 
in New York State 


With nearly three-quarters of a cen- 
tury of continuous fiduciary experi- 
ence in New York State, we are glad 
to extend to banks and trust com- 
panies in other states full co-opera- 
tion in the handling of estate and 
trust problems of their clients re- 
quiring special attention in thisstate. 


BROOKLYN TRUST 


COMPANY 


hes SP 
MAIN OFFICE 27 Offices in Nothing To 
177 Montague St.—Brooklyn Greater New York & Sell But Service 
2) 
i New York Office—26 Broad St. se 


One of the oldest Trust Companies in the United States 
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DEPENDABLE FIDUCIARY SERVICE 
IN NEW JERSEY 


Individuals, corporations and banks have found this in- 
stitution responsive to their needs throughout more than 
a century and a quarter of confidential representation. 


Age has strengthened our power and our ability to give 


satisfactory service. 


NATIONAL NEWARK @& ESSEX 
BANKING COMPANY 
Member Federal Reserve System 
744 Broad Street, Newark, N. J. 





BRITISH PRIME MINISTER, J. RAMSEY MACDONALD, DELIVERING ADDRESS 
AT OPENING OF WORLD ECONOMIC CONFERENCE IN LONDON 


PRESIDENT ROOSEVELT, IN PRESENCE OF SPONSORS, SIGNING THE BANK- 
ING ACT OF 1933 CONTAINING PROVISION FOR INSURANCE OF DEPOSITS 
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GOVERNMENT ASSUMES OLYMPIAN TASK 


HOPES AND FEARS AROUSED 


HE Roosevelt administration is 
launched upon high seas of political 
and economic adventure which, for 
boldness, audacity and usurpation 

of power is without parallel in world history. 
Within three short months the character of 
the American Government has apparently 
undergone a revolutionary change. Revered 
traditions and accustomed landmarks have 
been freely scrapped. Congress abdicated 
in favor of a President who combines a 
dynamic and persuasive personality with 
rare qualities of political astuteness. He has 
unquestionably caught the popular imagina- 
tion with his messages of frank determina- 
tion to relentlessly break down all barriers of 
resistance in order to translate broad social 
concepts into action; to create a higher 
morale in all business relations and intro- 
duce a new philosophy of government 
partnership. 

Some of our people look upon this extra- 
ordinary concentration of executive author- 
ity and threat of bureaucratic dictatorship 
from Washington with misgivings, if not 
apprehension. Others regard such whirl- 
wind changes in the political arena as a 
necessary subordination of private interests 
in order to successfully attack long en- 
trenched forces of deflation and to once more 
enrich the life blood of the nation with the 
vitamin which shall lift the blight of depres- 
sion and make recovery sure and enduring. 

Larger groups of the American popula- 
tion, including wage-earners, salaried peo- 
ple, farmers, unemployed and the impover- 


BY POLITICAL DICTATORSHIP 


ished are animated by hopes of a new Mes- _ 
siah. They are encouraged to believe that — 
these colossal undertakings of government 
and prodigious expenditure of billions of 
public funds and credit are calculated, not 
only for the period of emergency, but are 
implemented to introduce advanced stand- 
ards of justice and service in social as well 
as economic relations. They vision a new 
science of political economy which shall 
effect a bloodless revolution; which shall 
hasten equitable distribution of wealth, in- 
come and profits; which shall transfer press- 
ing burdens from debtor to creditor classes 
and above all to solve the baffing problem 
of releasing unlimited capacity of mass pro- 
duction from factory and soil for wider con- 
sumer distribution. President Roosevelt 
leaves no doubt in his public utterances that 
such are his ultimate objectives. 
Unquestionably the country is whole- 
heartedly with the President insofar as wise 
administration of the powers entrusted to 
him can contribute to make an end of de- 
pression, improve relations between emplov- 
ers and employees, maintain higher stand- 
ards of sane living and uproot all that is 
selfish, unscrupulous and unfair in business, 
industry and finance. But it is not in the 
laws themselves but in their administration 
that the ultimate results will be tested. In 
his public statement on the Industrial Re- 
covery Act as ‘‘the most important and far- 
reaching legislation ever enacted by the 
American Congress,” the President de- 
scribes the new law as a challenge to indus- 
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try, labor and the people. He should have 
added that it also represents a challenge to 
the ability and loval purpose of the Demo- 
cratic administration to preserve cherished 
rights vouchsafed by the Constitution. 

Insofar as general business, industry and 
finance demonstrate an alert and coopera- 
tive capacity to resume normal activities 
and to set their respective houses in order, 
it is fair to assume that the threats of Gov- 
ernment bureaucracy and economic offen- 
sive, in their more drastic and coercive as- 
pects, will vield to promptings of modera- 
tion. A ‘New Deal” may be in the offing. 
It will be successful only to the degree that 
it does not offend traditional rights for 
wholesome exercise of personal initiative and 
protection of property. 


‘7 2, 2°, 
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GOVERNMENT OPENS OFFENSIVE 
ON ALL ECONOMIC FRONTS 


UNITIONS have been provided and 
the Roosevelt batteries are being 
primed for a grand offensive on all 

economic fronts. It is obviously too early 
in this Olympian game to indicate whether 
fears or hopes that shall be realized. Highly 
important at this precise stage, however, 
is the fact that the velocity of business, 
industrial and price recovery in the United 
States within the past three months has 
been greater than ever before recorded with- 
in this period in the business annals of the 
country. The American Federation of Labor 
is authority for the statement that employ- 
ment increased 1,200,000 during Aprii and 
May with an even sharper rise indicated 
for June. 

The significance of this upward movement 
is that it has taken place without recourse 
to artificial governmental stimulus. It 
marks a favorable change in public and 
business psychology away from the “‘de- 
pression complex’”’ and without the heroic 
use of any of the hypodermic inflationary 
agencies at the command of the President. 
The only clot in the ointment, at this writ- 
ing, is the indecision which marks the pre- 
liminaries of the World Economic Confer- 
ence in London. 

There is manifest relief that Congress has 
adjourned after legislating a gigantic pro- 
gram whereby the President expects to 
translate his “‘New Deal”’ into reality. His 
greatest reliance is in the Industrial Re- 


COMPANIES 


covery Act with its authority to coordinate 
labor and industry, shorten hours of labor 
and prescribe minimum wages, raising com- 
modity prices, increasing employment and 
preventing disastrous competition through 
trade codes and government license. It car- 
ries provision for expenditure of $3,300,000,- 
000 on public works and conservation. 
Ten major industries have already been 
called to submit code agreements and 
$400,000,000 has already been made avail- 
able to states for highway construction. The 
measure calls for additional taxes on cor- 
porations and has a duration of two years, 
but may be abrogated sooner. 


To envisage the tremendous program of 
government control and expenditure is to 
take in practically every phase of business, 
industry, trade and finance. Next in im- 
portance to the Industrial Recovery meas- 
sure for immediate application are the Farm 
Relief and Adjustment Acts giving exten- 
sive control over farm production and mar- 
keting, and adjustment of farm mortgage 
debt. It carries intlationary authority to 
expand currency and credit up to six billions 
of dollars, devalue gold dollar and monetize 
silver. A companion measure is the Home 
Loan Act setting up the Home Owners Loan 
Corporation with power to disburse $2,200,- 
000,000 to relieve owners of small mort- 
gaged homes. Another measure is to in- 
crease expenditure through the Reconstruc- 
tion Finance Corporation for relief of 
destitution. 


Banking, finance and investment business 
likewise face new formulas of restraint and 


regulation. There is the Glass-Steagall 
banking reform bill which is aimed primarily 
to prevent Federal Reserve and banking 
credit from being diverted into speculative 
channels and to divest investment security 
operations from commercial banking. It 
contains the much-discussed deposit insur- 
ance provision to create a federal corpora- 
tion which with Treasury and banking con- 
tributions is to provide a fund for practically 
guaranteeing deposits. Drastic in its regu- 
lations also is the Federal Securities Act 
which subjects ail new security issues to 
examination by the Federal Trade Com- 
mission and adds to the ancient rule of 
caveat emptor “let the seller also beware.” 
Railroads are likewise brought under further 
paternal custody by a federal coordinator. 
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GREATER ROLE FOR TRUSTEE- 
SHIP 


| Pea searching for new char- 
| ters to govern conduct of business, 
industry and especially ail phases of 
financial responsibility, must lead in the 
final analysis to the genesis and true concept 
of trusteeship. That is at the bottom of all 
striving for social and economic salvation. 
The powerful agencies set in motion by 
President Roosevelt may seem to many as 
harsh and dangerously experimental, which 
only time and testing can tell. Stripped of 
all imposing and mandatory trappings the 
Roosevelt program will be effective only to 
the extent to which it imposes by moral 
rather than legislative pressure an indelible 
sense of trusteeship upon American busi- 
ness. Motivated by such idea of obligation 
and equality of service there is no type of 
business or financial organization which will 
fail to come through these times of change 
with greater success and incidentally profit. 
Trust management cannot fail to take 
stand in the front rank in accepting the 
challenge which comes from the hearts and 
desires of the mass of people after these 
years of distress. Nowhere in the world 
have the enduring principles of trusteeship 
relations been carried to such fruition and 
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usefulness as through the performance of 
efficient trust service by the trust companies 
and banks of the United States. There have 
been human mistakes in judgment and un- 
worthy trespassing into the field, but look- 
ing back more than one hundred years and 
scanning at closer range the soul-racking 
trials of the past three vears, the verdict re- 
mains that trust management in this 
country, as a whole, continues unimpeach- 
able. As an institution in conserving and 
protecting property and investment values 
from the fierce attacks of deflation, the trust 
company sets the pace among all types of 
financial corporations, for trustworthiness 
and integrity. 

These thoughts are occasioned by recent 
developments and an appreciation of feel- 
ings which are going on in the minds of 
many trust officials regarding the present 
problems and future of corporate fiduciary » 
service. They are prompted by the convic- 
tion that the right type of trust manage- 
ment has nothing to fear from political 
changes, from loss of confidence and above 
all, from indiscriminate criticism with which 
the public mind in considerable circles, 
appears to have become infected toward 
financial institutions and banking in general. 
Numerous banking failures have created 


PRESIDENT ROOSEVELT’S PERSONAL CABINET OR SOCALLED “BRAIN TRUST” 


This is a composite picture of confidential and personal advisors of the President. 
Raymond Moley, Rexford G. 


Howe, Adolph Berle, Jr., 


From left to right: Louis Henry 


Tugwell, James Warburg and Lewis Douglas. 
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misapprehension because, unfortunately so 
many banks chartered during more recent 
years of promotion, have been allowed to 
misappropriate the trust company title. 
The people confuse trust management with 
banking troubles and are not informed of 
the unbiased truth. The records speak elo- 
quently of trust integrity which should not 
only hearten trust men who may be wounded 
in their pride of conscientious service, but 
should be freely transmitted to preserve 
and strengthen public faith in trust service. 

Whatever changes in alignments between 
banking and trust departments the future 
may hold in store, trust service will endure 
forever wider scope and usefulness. 


2°, i? 2, 
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REAFFIRMING FAITH IN TRUST 
MANAGEMENT 


HE survey through official and direct 
sources, conducted by Trust Com- 

PANIES and covering the develop- 
ments in the trust field during and after the 
national banking crisis, discloses assuring 
facts. They cannot fail to inspire with re- 
newed zeal those who administer the great 
volume of individual and corporate trust 
business and especially those responsible for 
developing new sources of trust business 
and scope of service. They show how un- 
warranted and malicious are the charges of 
mismanagement put in circulation and in 
print by ill-tempered critics with fancied 
grievance or addicted to untruth. They 
affirm that trust assets throughout the 
country have been kept segregated and safe 
from entanglement of bank failures. 


Even in those isolated cases, notably in 
Cleveland and Detroit where trust assets 
have been temporarily tied up by banking 
conservators, the trust business will soon be 
resumed without direct loss to trust bene- 
ficiaries. The only situation where there is 
some doubt is in the case of the Ohio trust 
companies where trust balances deposited 
in banking departments were not protected 
by preferred claim status and this is an 
indictment against failure of state law- 
makers to provide the necessary statutory 
protection which obtains in those states 
where the bulk of trust assets are adminis- 
tered by trust companies and banks. It is 
worthy of note that the Ohio Legislature 
has just passed emergency laws covering 
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these defects. Advices from the Ohio state 
banking authorities likewise testify that 
examination of trust assets of state institu- 
tions in the hands of conservators reveals no 
evidence of abuse of responsibility and that 
no indictment lies against trust management 
as distinct from banking conduct. 

As to greater opportunities for trust serv- 
ice to embrace the new challenge a reading 
of the paper by Joseph W. White in this 
issue of Trust ComMPANIEs will be illuminat- 
ing in pointing to broader social and eco- 
nomic fields of trust service. Also a brief 
message in this issue to trust men by Chair- 
man Jackson of the Committee on Unau- 
thorized Practice of the Law of the Ameri- 
can Bar Association, may be interpreted 
as reproving certain minority groups in the 
legal profession who are unworthily taking 
advantage of the present state of public 
mind, prejudiced by bank failures, in at- 
tempting to discredit the integrity and 
motives of trust management. 

0% 
PAYMENTS IN GOLD 


HE Irving Trust Company has brought 
at suit in New York to test the question 


of payments in gold where contracts 


or bonds call for the payment of the obliga- 


tion in gold coin. The case arises under a 
trust mortgage given by the Libby Hotel 
Corporation, the bonds of which require 
payment in gold. A recent English case 
(in re Societe Intercommunale Belge d’Elec- 
tricite) has decided that obligations payable 
in gold may be satisfied by tendering pounds 
in any form that are legal tender in England. 
This decision will undoubtedly be sustained 
in the United States and obligations calling 
for payment in gold may be satisfied by 
offering money in any form which is legal 
tender in the United States. 

On April 24, 1933, the Senate of the 
United States ordered printed as a Senate 
Document an article by George C. Thorpe 
entitled Contracts Payable in Gold. This 
lengthy article reviews in detail the various 
decisions in the United States having to do 
with the question. The weight of authority, 
both federal and state, is clearly to the effect 
that by reason of the action of the govern- 
ment in going off the gold standard, debtors 
may pay their obligations in legal tender 
irrespective of the provisions of the contract 
requiring payment in gold. 
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PROTECTION FOR HOLDERS OF 
MORTGAGE BONDS AND 
CERTIFICATES 


LONG with general business improve- 
ment and enhancement of values 
there comes promise of a better day 
in connection with the financial embarrass- 
ments affecting large volume of real estate 
mortgage and guaranteed securities. Trust 
companies, savings banks, life insurance 
companies and other institutional holders 
of mortgage securities and loans are strug- 
gling valiantly to adjust problems as they 
arise and with due consideration to trust- 
worthy debtors. Their tasks are compli- 
cated by the selfishness and unscrupulous- 
ness which too often in these times arise be- 
tween borrower and lender, taking advan- 
tage of every possible subterfuge, of default, 
bankruptcy and vandalism. 

Equity values are increasing and mort- 
gate holders are adopting a new attitude 
toward their securities. Inquiries are coming 
in from prospective buyers and asking prices 
are going higher. Rents have not indicated 
any rise but leases at present rates are for 
shorter terms and the U. S. Department of 
Commerce states that there is an unrealized 
shortage of half a million single family 
dwellings. Mortgage foreclosures are de- 
creasing but there is still a shortage of mort- 
gage money for refinancing or new projects. 
Numerous agencies for protection and read- 
justment in behalf of holders of mortgage 
securities are in the field. 

In New York the Guaranteed Mortgage 
Protection Corporation, a non-profit organ- 
ization created by legislative enactment, is 
actively functioning for the protection of 
holders of guaranteed mortgage certificates. 
Under regulations enforced by the New 
York State Insurance Department the com- 
panies which have guaranteed mortgages 
and sold participating certificates are allot- 
ing payments of principal and interest 
equitably as they come in. While trust com- 
panies in common with other institutional 
investors are in some instances compelled 
to take over real estate properties, the 
amount is nevertheless comparatively small. 
In view of the fact that the class of mort- 
gages held by institutional investors and 
notably for trust funds, have been con- 
servatively financed, it is obvious that 
mortgage securities will be among the first 
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to respond to recovery of business and 
values. 

The movement is also gaining ground 
whereby corporations are being formed to 
refinance companies which have large vol- 
umes of guaranteed mortgages outstanding. 
These corporations are organized to ex- 
change their securities for guaranteed mort- 
gages, operating under options. —Two com- 
panies of this type have been recently 
formed as wholly owned subsidiaries of the 
United States Fidelity and Guaranty Com- 
pany which plan to refinance mortgage 
companies whose bonds are secured by 
mortgages guaranteed by the United States 
Fidelity and Guaranty Company and by the 
Maryland Casualty Company. Relief for 
mortgagors may also be anticipated from 
the machinery being set up by the Federal 
Government whereby it is proposed to make 
as high as $4,000,000,000 credit available for ~ 
relief of mortgaged farms and home owners. 

e¢e¢ 


ACCEPTANCE BUSINESS THREAT- 
ENED BY NEW SECURITIES ACT 


HREATENED difficulties which, if 
realized by the operation of the new 
Securities Act passed by Congress as 
regards the acceptance business, is the sub- 
ject of editorial comment in the current 
issue of the Acceptance Bulletin of the 
American Acceptance Council which says: 
‘The extent to which the new Securities Act 
of 1933 will hinder or check the flow of bills 
created solely for the purpose of financing 
legitimate operations of commerce and 
industry is too recent a problem to be ana- 
lyzed exhaustively in this issue but a cursory 
reading of the Act reveals possible impor- 
tant and it seems to us wholly unnecessary 
difficulties for the taker of credit, the accept- 
ing banks and bankers and the acceptance 
market dealers. 

“As if this was not enough, the proposed 
action of the New York Clearing House, 
imposing a charge of not less than 1% per 
annum, for day loans to dealers in bankers 
acceptances comes in the nature of the 
‘last straw.’ The present and long prevail- 
ing spread of only 144% between buying and 
selling rate will not permit the absorption 
of such a loan charge. A solution may be an 
advance to a 14% spread, a policy which has 
long been opposed as an unnecessary burden 
on the borrower.”’ 
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EFFECT OF NEW BANKING ACT 
AND DEPOSIT INSURANCE 


MERICAN banking has received a 
AN new Magna Charta with the signing 

of the Banking Act of 1933 by Presi- 
dent Roosevelt on June 16. It is the result 
of years of agitation brought to a climax by 
the national moratorium last March. In its 
wider application the new enactment seems 
to meet general public approval. Mature 
banking judgment, while accepting ob- 
viously sound safeguards as to control of 
speculative banking and inter-bank opera- 
tions, is doubtful of the effect of more dras- 
tic restrictions. On the much-debated pro- 
vision for a federal corporation to insure 
deposits there is strong protest and appre- 
hension among bankers in view of the disas- 
ters which befell eight states venturing into 
the deposit guarantee experiment. 

A frank purpose runs through the enact- 
ment to progressively unify all commercial 
banking, either under national charter or 
through Federal Reserve membership. This 
appears most prominently in the set-up of 
the proposed Federal Deposit Insurance 
Corporation, which is to be fully operative 
July 1, 1934. Meanwhile a temporary insur- 
ance fund is to be created to become effec- 
tive January 1, 1934 or sooner if the Presi- 
dent proclaims. Under the temporary fund 
all deposits of subscribing banks will be in- 
sured up to $2,500. Non-member state in- 
stitutions, upon certification from appro- 
priate authorities, may become members of 
the temporary fund and the permanent 
corporation. 

After July, 1936, all subscribing and 
other non-member banks must qualify for 
membership in the Federal Reserve. After 
July 1, 1934, all deposits will be insured up 
to $10,000; 75 per cent above $10,000 to 
$50,000, and 50 per cent on amounts above 
$50,000. Capital will be supplied to provide 
initial funds up to $480,000,000, of which 
$150,000,000 is appropriated from the 
Treasury; subscriptions from surplus of 
Federal Reserve Banks to yield $135,000,- 
000, and participating banks to subscribe 
one-half of one per cent of total deposits, 
with authority to levy additional assess- 
ments. Management of the corporation will 
be in the hands of the Comptroller and two 
citizens to be appointed by the President. 

Chief objection to deposit guarantee is 
that it will put a premium upon incompetent 
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and unscrupulous banking, and remove in- 
centive to depositors in exercising discrimi- 
nation in selecting their banks. There is the 
possibility of suits by bank stockholders to 
test constitutionality of expropriating earn- 
ings of banks. There is also talk that some 
of the larger banks may withdraw from the 
Federal Reserve. Moreover, there is the 
temptation to break up larger deposits to 
get full insurance and there is the threat of 
enforced closing of several thousand among 
smaller banks which will be unable to meas- 
ure up to requirements. 

Some of the important provisions of the 
new law have already become effective. One 
is the prohibition against payment of inter- 
est on demand deposits with rulings forth- 
coming from Federal Reserve Board which 
also has control of rates on time deposits. 
Fear is entertained, especially among larger 
banks of New York that cessation of inter- 
est on demand deposits will cause withdraw- 
al of correspondent bank balances and 
their transfer to local Federal Reserve 
banks, aside from diversion of demand 
deposits into either investment or specula- 
tive channels. New reserve requirements 
are also effective. 

Banks and trust companies, which have 
not yet done so, are given one year to June 
16, 1934, to divest themselves of securities 
affiliates. After one year all private banking 
houses must confine themselves to either 
the securities or bank deposit functions. 
From and after January 1, 1934, no officer 
or director shall be officially associated with 
any other organization which deals primar- 
ily in securities business, other than mutual 
savings banks. After one year from effective 
date no member bank or trust company shall 
have less than 5 or more than 25 directors, 
with voting for directors by cumulative bal- 
lot. Immediately operative are strictures to 
prevent undue use of banking funds or 
credits in speculative investments, including 
real estate and commodities with limit of 
loans on stocks and bonds; maximum of 
10 per cent of bank’s unimpaired capital 
and surplus to any one borrower; power to 
suspend rediscount privileges or Reserve 
membership for persistent violations 

The branch banking provision represents 
an apparent compromise toward those advo- 
cating preservation of state banking. They 
allow national banks to extend branches only 
to the extent permitted under state laws. 
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HURDLES AT LONDON WORLD 
ECONOMIC PARLEY 


ap) HE first fortnight of sparring at the 
World Economic Conference in Lon- 
don has served to reveal not only how 
difficult are the problems which confront 
this assembly of delegates from sixty-five 
nations, but also the persistence of selfish 
nationalism with each country seeking to 
sacrifice just as little and gain just as much 
as possible. Unfortunately, the vacillating 
attitude of the American delegation places 
the United States in the same category as 
to insistence upon domestic policies and 
trade advantage in which broader and 
genuine motives for world-wide cooperative 
effort, appear to have been submerged. 
For one thing the economic and business 
situation in this country has changed con- 
siderably for the better since the London 
parley was broached or discussions took 
place at the White House. These develop- 
ments have obviously stiffened the attitude 
of this government. Earlier in the vear the 
urgent need of stabilizing currencies and 
international exchange seemed all impor- 
tant. At the London conference the Ameri- 
can spokesmen insist that de facto stabiliza- 
tion of currency must be held in abevance 
and that domestic economic stabilization, 
production curbs, price increases and tariff 
cuts must be given the right of way. There 
is now evident apprehension on the part of 
the Roosevelt administration that currency 
stabilization or fixed ratio of the dollar in 
foreign currencies, cannot be attempted at 
this time without serious repercussions to 
the domestic plan for managed currency 
and inflation. 


It appears that the United States is bound 
to play the game at London, only insofar as 
it does not in any way interfere with domes- 
tic policies, especially as regards the plans 
of expansion provided in the Industrial Re- 
covery Act, the Farm Relief Act and the 
restoration of prices through inflation. The 
departure of this country from the gold 
standard has unquestionably complicated 
the problems confronting the conference. 
The fact that the American delegates have 
no authority to discuss war debts and that 
they are not empowered to make any 
definite tariff adjustments in the absence of 
Congressional action at the last session, 
makes the outcome at London confused at 
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this stage. Perhaps the spirit of world-wide 
team work may yet break forth into flame 
and yield results more comforting and 
helpful than now appear. 
oo > 
BUSINESS IMPROVEMENT AIDS 
BANKING SITUATION 


HE banker is again beginning to wear 
smiles. With progressive rise in mar- 
ket values the bonds and stocks in his 
portfolio and the collateral behind his loans, 
acquire less of the graveyard or frozen 
aspect. Recovery in land values make for 
greater liquidity of his mortgage loans. Ina 
period of rising prices, like the present, there 
is increasing demand for loans and he will 
be wise in dictating that all loans shall be 
short in term, adequate in interest payment 
and as nearly self-liquidating as poSsible. 
He should be wary of long-term construc- 
tion contract loans and dispose of invest-° 
ments as quickly as price recovery permits. 

The recovery in values and business not 
only has a decidedly favorable effect on all 
operating banks, but is helping to reopen 
banks which have been under restriction, 
in the hands of conservators or where there 
is hope of reorganizing closed banks. While 
90 per cent of all deposits held by banks and 
trust companies which are members of the 
Federal Reserve System, have been released 
since the banking holiday, there is, however, 
much needless delay and injury, primarily 
due to delays and red tape at Washington, 
in reopening closed banks which are entitled 
to immediate steps for assistance. 

The difficulty is due to interminable de- 
bate and negotiations as between the admin- 
istrators of the Reconstruction Finance Cor- 
poration, the Treasury Department and the 
Federal Reserve authorities, each jealous 
of their own particular prerogatives and too 
often forgetful of the urgent needs of mil- 
lions of depositors whose interests are af- 
fected by closed banks. There is probably 
still three to four billions tied up in closed 
or restricted banks, representing 15,000,000 
depositors or more. In a large number ot 
cases restoration is held up solely because of 
pettifogging and demands from Washing- 
ton. The subject is one that should call for 
early and vigorous attention from the Presi- 
dent. Likewise, this is an ill time for attacks 
upon banking generally such as recently 
expressed by the new Comptroller of the 
Currency O’Connor. 
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VICIOUS SPIRAL OF DEFLATION 
IS BROKEN 


HAT this country needs most urgently 
is to be saved from its rescuers who 

seek to stimulate business recovery 
and prices by artificial means, bonuses and 
huge expenditure of public funds. This is 
the opinion of Col. Leonard P. Ayres of the 
Cleveland Trust Company, in his current 
summary of economic and business condi- 
tions, in the course of which he says: 


“We have now had twelve weeks of 
continuously improving business without 
any general setback. The lowest point in 
commercial and industrial activity was 
reached in the third week of March at 
the end of the bank holiday. Three factors 
have been chiefly influential in initiating the 
recovery and sustaining it. The first was 
the automatic resumption of buying and 
producing that came with the reopening of 
the banks and the renewed confidence in 
their soundness. 

‘This was followed by a general upturn in 
the prices of securities and commodities 
caused by the nearly universal belief that we 


were entering upon a period of monetary in- 


flation. The acceptance of this belief re- 
sulted in a widespread wave of forward buy- 
ing which still continues and which has 
brought as a natural consequence greater 
production, increased wholesale and retail 
trade, and heavier loadings of freight for the 
railroads. 


‘Business expansion and business contrac- 
tion both tend to be self generating. Their 
movements acquire a momentum that car- 
ries them onward until they encounter a 
combination of forces sufficiently powerful 
to reverse their direction. At present in this 
country and in nearly all other countries the 
vicious spirals of deflation have been broken, 
and business expansion is under way. Since 
February vigorousadvances have been under 
way in nine of the ten principal security 
exchanges of the world. Moreover industrial 
activity is increasing in most of the prin- 
cipal countries. 

“The great depression has forced enough 
of the essential readjustments to be made, 
and has resulted in creating sufficiently 
serious shortages of essential goods, so that 
industry, trade, and transportation are ex- 
panding. In this country they are doing so 
with a vigor never before equalled. This 
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recovery does not now need the additional 
stimulation of artificial credit expansion, 
great public works financed by huge gov- 
ernmental deficits, bonuses paid to farmers, 
or the federal promotion of irrigation and 
power projects. Business revival once well 
under way thrives best on a program char- 
acterized by a minimum of interference.”’ 


o, o, ‘2 
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THE WILL OF CYRUS H. K. CURTIS 


NUSUAL interest attends the testa- 
mentary dispositions of the late 
Cyrus H. K. Curtis, publisher of lead- 

ing periodicals and newspapers, whose recent 
death called forth tributes as “‘the first citi- 
zen of Philadelphia” and one of the most 
distinguished Americans of this past genera- 
tion. Although the will does not give any 
estimate of value, it is well known that Mr. 
Curtis was among the wealthiest Americans. 
In 1925 he was listed by the Treasury De- 
partment as among the five business men 
with annual incomes of $5,000,000 or over. 


Although Mr. Curtis was closely identi- 
fied with banking and trust company ac- 
tivities in Philadelphia as director in several 
institutions, his will shows that he decided 
upon the appointment of a self-perpetuating 
board of seven individual trustees to carry 
on his extensive publishing interests and 
including besides his daughter, Mrs. Ed- 
ward W. Bok, his step-son-in-law John C. 
Martin, five other trustees who have been 
closely associated with Mr. Bok in the de- 
velopment and conduct of his publishing 
properties, including the Saturday Evening 
Post, the Ladies Home Jornal and other suc- 
cessful periodicals, as well as Curtis-Martin 
Newspapers, Inc. 

During his lifetime Mr. Curtis was most 
generous in bestowing millions for chari- 
table and educational work, which accounts 
for the absence of similar bequests in his 
will. Mr. Curtis was a widower and his 
daughter, Mrs. Bok, receives the net in- 
come for life from the trusteeship, as well 
as her father’s real estate and residuary 
personal estate. Provision is made that net 
income after Mrs. Bok’s death is to be 
distributed among grandchildren or great 
grandchildren. In case there are no direct 
survivors at termination of the trust, the 
principal is to be divided among Mr. Curtis’s 
step-daughters. 
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RECENT DECISIONS AFFECTING 
INVIOLABILITY OF CONTRACT 


N the midst of the most serious eco- 
nomic condition the world has ever 

known, are we to have fundamental 
changes in equity and law brought about 
by the decisions of the courts in their at- 
tempt to prevent injustice in spite of definite 
contract agreements? Contract obligations 
to pay in gold have apparently been nulli- 
fied by action of the government in abro- 
gating the payable in gold coin clause ap- 
pearing in public and private securities, and 
the courts will undoubtedly accept, as they 
have always done, the power of a govern- 
ment to change the form of legal tender in 
spite of contract provisions for payment in 
gold. The subject of sanctity of contract 
acquires new importance because of moro- 
toriums and waivers as regards real estate 
mortgage and other obligations. 


In many cases the courts have evidently 
assumed the right in equity to disregard 
principles of law and contracts which have 
always been held to be inviolable. Numer- 
ous suits have arisen here and there for the 
foreclosure of mortgages. Usually the courts 
have upheld the unalterable right of a mort- 
gagee to foreclose. Recently, however, 
judges have departed from age-old rights 
in order to deal justly with those whose 
property has been mortgaged and who find 
no way to save themselves from loss. 


One of the recent outstanding decisions 
is by William Harmon Black of the Su- 
preme Court in New York, in the case of 
Loma Holding Corporation vs. Cripple Bush 
Realty Co. The plaintiff in this case, being 
the holder of a mortgage, brought suit on 
the bond in an attempt to collect. In other 
words, it was a suit at law and not in equity. 
The reason for adopting this remedy rather 
the remedy of foreclosure was, that plain- 
tiff believed that the opinion by Justice 
Schmuck in the New York Supreme Court 
of April 5, 1933, might cause delay in the 
proceeding. Justice Schmuck has ruled in 
a mortgage foreclosure suit that under pres- 
ent economic conditions a court of equity 
will undertake to delay the mortgagee’s 
right to foreclose. In an action at law based 
on the bond, if the plaintiff recovers judg- 
ment he must seek to satisfy that judgment 
out of other property of the mortgagor. It 
is only when other property fails to satisfy 
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the judgment that he may maintain an ac- 
tion to foreclose the mortgage. Justice 
Black, in rendering judgment at law on the 
bond, did not question the decision of 
Justice Schmuck as to the equitable theory 
of delay in a mortgage foreclosure proceed- 
ing, but Justice Black did point out that 
there would be a grave danger in establish- 
ing a general principle of law or equity in 
all foreclosure suits, that because of the 
present economic depression such suits 
should be delayed. This would result in 
chaos. At this point, therefore, it would 
seem that in New York at least, a court 
may permit reasonable delay in foreclosure 
suits because of present economic condi- 
tions. The decisions by Justice Black and 
Justice Schmuck are of great importance. 
At least they will have the effect of pre- 
venting a mortgagee from rushing into 
foreclosure suits. ? : 
A similar attitude has been adopted by 
Vice-Chancellor Berry of New Jersey in a 
foreclosure suit brought by the Fidelity 
Title & Guarantee Co. vs. Lowenstein. In 
this case the property was bought by the 
mortgagee for $100. The court decided 
that it might refuse to confirm the mortgage 
foreclosure sale when the property did not 
bring a fair purchase price. Accordingly, 
the court ruled that the mortgagee must 
credit the mortgagor with a value of $27,000 
on the property, thus reducing by that 
amount a deficiency judgment against the 
mortgagor amounting to over $41,000. 
These cases indicate that at the present 
time the courts may be formulating new 
general principles regarding the rights of 
parties irrespective of definite contracts. 
A still more significant case is the recent 
decision by Justice Strong in the New York 
Supreme Court in the matter of the estate 
of Minor C. Keith. Mr. Keith, who died 
in 1929, was the organizer and president of 
the United Fruit Company and other cor- 
porations. In 1926 he had deposited col- 
lateral worth $12,000,000 with the United 
States Mortgage & Trust Company to se- 
cure a loan of $6,000,000. The trust com- 
pany as trustee under a trust indenture 
issued $6,000,000 in gold notes. The loan 
was due on December 1, 1931, two vears 
after the death of Mr. Keith. Subsequent 
to the negotiation of the loan in 1926, the 
United States Mortgage & Trust Company 
merged with the Chemical Bank & Trust 
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Company, and the Chemical Bank and 
Trust Company took over the indenture 
and the loan. Apparently, as a result of 
conditions and the low value of the securi- 
ties when the loan became due in 1931, the 
Chemical Bank & Trust Company did not 
demand payment. But recently, after 18 
months, the bank demanded payment of 
the loan, and gave notice that it would sell 
the securities. Those interested in the es- 
tate believed that if the securities were re- 
tained for a reasonable period, their value 
might become sufficient, not only to pay 
off the loan, but also to realize a substantial 
sum for the benefit of the estate. They ap- 
plied for an injunction against the sale of 
the securities by the bank and the injunc- 
tion was granted by Justice Strong. The 
decision has been appealed to the Appelate 
Division of New York. The point is, that 


in spite of the well recognized rules of law 
and in spite of the provisions of the trust 
indenture, the court has seen fit to disregard 
what may have heretofore been considered 
an absolute right and has granted an in- 
junction preventing the sale of the securi- 
ties in order to preserve all equities for 


the benefit of the estate. 

There will be many decisions from time 
to time on the questions above indicated 
and upon other questions of great import- 
ance. Economically we are in the midst of 
a new era. Legally we are in the midst of 
changes. Courts of equity will, therefore, 
continue to extend equitable principles. 


& & & 


RIGHT OF LIFE BENEFICIARY TO 
STOCK DIVIDENDS 


T is not always easy for trustees to 
determine whether stock dividends 

are payable to life beneficiaries of an 
estate, or become a part of the principal of 
the estate. The general rule seems to be 
that where stock dividends are paid out of 
or represent annual earnings, they are pay- 
able to the life beneficiary. Where they 
represent a distribution of capital and are 
therefore extraordinary dividends, they be- 
come a part of the principal estate. 

A recent case relating to the judicial 
settlement of the account of Bank of New 
York and Trust Company, as trustee under 
the will of Billard, decided by the Surro- 
gate on April 28, 1933, is important on the 
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question of the distribution of such divi- 
dends by trustees in New York. Section 
17a of the Personal Property Law which 
went into effect in 1926, provides that 
“Unless otherwise provided in a will, deed 
or other instrument, which shall hereafter 
be executed and shall create or declare a 
trust, any dividend which shall be payable 
in the stock of the corporation shall be 
principal and not income of such trust.” 

In the case under discussion, the trustee 
held 100 shares of common stock of the 
North American Company. This company 
did not pay cash dividends, but it paid 
quarterly stock dividends from current 
annual earnings. The trustee cashed the 
stock dividends from time to time and paid 
the cash to the life beneficiaries. In spite 
of Section 17a, the Surrogate held that the 
trustee acted properly in paying the stock 
dividends to the life beneficiaries. The 
Surrogate distinguished between such regu- 
lar stock dividends, which were obviously 
in lieu of cash dividends each year, and ex- 
traordinary dividends which were evidently 
intended to be covered by Section 17a. 
Furthermore, the Surrogate noted that it 
was evidently the intention of the testatrix 
that the beneficiary of the trust in this case 
should enjoy the same use and income from 
the property that she had enjoyed. Had 
such stock dividends been treated as prin- 
cipal, there would have been no income 
from that portion of the trust estate. 
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OF TRUST INVEST- 
MENTS 
N the recent Case of Beadleston, 146 
Misc. (N. Y.) 548, following the rule 
in the Matter of Clark, 257 N. Y. 132, 
the Surrogate, in sustaining the right of 
trustees to retain investments, although 
depreciated in value, the court said: 
“Whatever may be said in retrospect in the 
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judgment of these executors in retaining specu- 


lative securities for a period of over two years, 
and in a declining market, it 1s also a matter 
of common knowledge that scores of individuals 
of wide business experience have dealt with 
their own securities in precisely the same way. 
The day by day conditions which confronted 
them did not furnish any ready solution for 
the problem. Their hope of regaining the 
capital value lost has been disappointed, but 
good faith in retaining security is evident.” 





RUINOUS EFFECTS OF DELIBERATE INFLATION AND 
DEBASEMENT OF CURRENCY 


DESTROYING DEBTOR-CREDITOR RELATIONS 


DWIGHT FARNHAM 
Manager, Industrial Department of Peat, Marwick, Mitchell & Co., New York 


(Epiror’s Note: 


The writer presents an illuminating picture of the ruinous conse- 


quences of deliberate debasement of currency and the dangers of progressive inflation which 
inhere in the possible employment of extraordinary powers conferred by Congress upon. the 


President. 


Vr. Farnham expresses the belief that the President is well-advised as to such 


perils and warns against popular demand for the exercise of such authority to debase cur- 
rency or resort to excessive measures of inflation, actuated by personal or selfish motives. 
The article describes the successive steps as to how inflation and currency debasement occur, 
and the serious results from destruction of creditor-debtor relations especially upon savings, 


insurance, trust funds, mortgages and fired obligations. 


Thus far, Mr. Farnham says, 


inflation in this country has been largely psychological and with continued improvement of 
business morale the desirable goa! of improvement may be accomplished without embarking 
upon a mad career of inflation.) 


CRRENCY 
means employed or whether controlled 
only 


inflation, regardless of the 
or uncontrolled, one 
thing, namely, the devaluation of the dollar 
things which can be purchased 
real 
(common 


can mean 
in terms of 
with it, 
equities in 
etc. It represents debasement of the value of 


such as commodities, estate, 


corporations stocks), 
currency in terms of the value of “things” so 
that the price of the dollar falls as the price 
of “things” Inasmuch as a 
dollar is usually a suspected dollar the credit 


rises. debased 
of the guarantor of the paper dollar is also 
Credit, however, is so inextricably 
with character, re- 
general like meta- 
physical factors which defy actual measure- 


involved. 
involved confidence, 


sources, conditions and 
ment that any prolonged discussion of credit 
inflation would only obscure the real issue 
although it might be noted in passing that 
our most recent experiment in “credit infla- 
tion” involving extensive open market pur- 
chase of Government bonds by the Federal 
Reserve failed to raise prices or to relieve the 
depression. Currency inflation, although af- 
fected by credit, constitutes in itself a defi- 
nite course of devaluation or debasement of 
the medium of exchange which renders the 
dollar worth less and. the thing to be pur- 
chased worth more in terms of the price of 
each, 


Common Methods of Currency Inflation 

There are a number of well known methods 
of effecting currency inflation such as: 

1. By issuing more paper dollars per dol- 
lar of gold in the United States Treasury. 
This dilutes the paper currency in relation 
to its gold base which is assumed to have a 
relatively stable value being fixed by law 
and established by centuries of human expe- 
rience which have engendered confidence in 
gold. 


2». By reducing the gold content of the 
dollar. This constitutes another means of 
diluting paper currency in relation to gold. 

3. By adding more silver to the gold on 
deposit and making it the basis of issue for 
more paper dollars, thus accomplishing the 
dilution by means of silver. 

4. By means of various subterfuges per- 
mitting the issue of more paper money 
against securities of various sorts or against 
the unbacked guarantee of the government. 

However disguised, the purpose of curren- 
cy inflation or devaluation of the existing 
dollar is to debase the present value of our 
currency in relation to the price of things 
which the dollar will buy—in other words to 
“raise prices.” The method employed, how- 
ever, is also important in that it affects va- 
rious interested groups to a different degree. 
Silver inflation would favor the silver pro- 
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ducing states, the reduction of the gold con- 
tent would seriously affect existing contrac- 
tual relations, while the issue of some form 
of fiat money backed only by the govern- 
ment’s guarantee would affect the credit of 
the government, especially if issued in such 
quantities as to cast suspicion upon the gov- 
ernment’s ability to redeem its promises. 


How Debasement of Currency Occurs 

Analysis of the currency clauses of the 
Emergency Bank Act discloses no technical 
debasement of the currency through the au- 
thorization of currency issues against se- 
curities inferior to those already authorized, 
although there seems to be a slight weaken- 
ing of guarantees. This, however, does not 
necessarily mean that the issues of currency 
authorized will not be worth less in terms of 
things which may be purchased with them. 
There are two principal ways in which this 
may occur without recourse to deliberate cur- 
rency inflation, i.e. : 

1. The steps already taken, together with 
those contemplated, may restore confidence in 
the banks and in the Government sufficiently 
to bring about a real recovery in 
and in prices. This is what is hoped, and 
does not constitute currency inflation in the 
debasement sense. 

2. The steps already taken may prove in- 
sufficient, and future steps may prove unwise 
and inadequate to maintain the confidence al- 
ready created with the result that suspicion 
might be directed toward our currency be- 
cause of lack of confidence in the guarantees 
behind it. Lack of confidence in the credit of 
the Government so engendered might easily 
result in the debasement of currency in re- 
lation to the price of commodities, ete. For 
instance, the value of our currency might be 
endangered : 

a. If Government bonds were issued in 
such quantities that the credit of the Govy- 
ernment were endangered inasmuch as doubt 
would be cast upon the value of currency is- 
sued against bonds whose value was doubted. 

b. If the credit of the Government were 
endangered by failure to balance its budget. 
This of course involves the economy program, 
the tax problem and the unemployment re- 
lief problem. 

ce. If the credit of the Government or if 
public confidence in the Government were 
weakened seriously by unwise action on its 
part such as might result from: 


business 


1. Wholesale guarantees of the deposits 
of unsound banks. 
Failure to take steps to correct abuses 
in banking, security distribution, ete., 
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which have become matters of Common 
knowledge and public concern. 

Failure to establish the railroads on 
a sound basis, 

Attempts to stabilize commodity prices 
by pooling operations or by any similar 
costly and unsound means. 

Attempts to relieve mortgage or other 
debtors by extravagant methods. 
Embarkation upon radical or unsound 
foreign policies. This includes tariffs, 
debt settlement, disarmament, econom- 
ic cooperation, ete. 


Certain Forces of Deflation Still at Work 

All such would affect 
the credit of our Government, and the credit 
of our Government and the soundness of its 
currency is dependent upon the wisdom and 
strength of our leaders and the cooperation 
of the public. So far the progress made by 
the new administration left little to be de- 
sired. If it continues as it began the danger 
of currency debasement and of the havoc 
Which always follows in its wake should 
gradually diminish, As a matter of fact cer- 
tain still working for deflation 
which tends to lower the price of currency in 
relation to the prices of commodities. For 
instance: 

1. About 20 to 25 per cent of the total 
number of banks have failed to open, thus 
forcing their depositors to sell whatever they 
may have to secure currency to purchase 
necessities and meet indebtedness. 

2. Banks which have gone into receiver- 
ship are being forced to liquidate securities 
as are backers of banks which desire to re- 
open under the terms of the Emergency Bank 
Act. This of course tends to depress security 
values in relation to cash. 

3. Commodities and manufactured 
are still accumulating, which tends to lower 
prices. 

4. Unemployment continues to force li- 
quidation of the remaining assets of the un- 
employed. 

5. Pressure of debt upon mortgages and 
other debtors continues to force liquidation. 

6. Situations exist due to the intricacies 
of our own and the world financial situation 
and the personalities and political elements 
involved which may easily result in heavy 
liquidation of securities and commodities 
from time to time. 


courses adversely 


forces are 


goods 


Inflationary Powers Conferred upon the 
the President 


On May 10th a bill was passed by Congress 


devalue the 
dollars 


President to 
three billion 


empowering the 
currency: By issuing 
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in Treasury Notes to meet maturing Federal 
obligations to repay sums borrowed by the 
United States and to purchase United States 
bonds, ete. By reducing the gold content of 
the dollar 50 per cent, establishing a fixed 
ratio between gold and silver, and providing 
for unlimited coinage of such gold and silver 
at the ratio so fixed. By accepting 200 mil- 
lion dollars in silver at $.50 per ounce from 
foreign nations as payment on war debts due 
the Government and issuing new currency 
against ir. By allowing the Federal Reserve 
System te engage in open market operations 
to the extent of purchasing three billion dol- 
lars worth of Government bonds in addition 
to those now held and issuing new currency 
against them. 

This provides for currency debasement in 
excess of ten billion dollars, The President 
Was at the same time authorized to take such 
action whenever he finds that: 1. The foreign 
commerce of the United States is adversely 
affected by reason of the depreciation in the 
value of the currency of any other govern- 
ment in relation to the present standard 
value of gold. 2. Action is necessary in or- 
der to regulate and maintain the parity of 
currency issues of the United States. 3. An 
economic emergency requires an expansion 
of credit. 4. An expansion of credit is nec- 
essary to secure by international agreement 
a stabilization at proper levels of the cur- 
rencies of various governments. 


Inflation Thus Far Psychological 

The introduction of was 
immediately interpreted by the public as “in- 
flation” with the result that there were heavy 
Withdrawals from the banks and a rush to 
buy commodities and common The 
movement was naturally encouraged by vari- 
ous interested parties as is evidenced by the 
The public did not at 


these proposals 


stocks. 


type of stocks sold, 
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first realize that gold payments might be re- 
sumed at any time or that devaluation of 
the currency was entirely in the hands of the 
President who possessed good and _ sufficient 
internal and external political reasons for 
desiring this power. Neither did they realize 
that the fact that the President has such 
power does not necessarily mean that he will 
use it. 

Under the circumstances to date such “in- 
flation” as has occurred has been psychologi- 
cal rather than actual. As the matter now 
stands the power of currency debasement is 
entirely in the hands of the President, and 
embarkation upon an inflationary program 
will depend entirely upon the course of 
events and upon the pressure brought upon 
him by the people who elected him. It is 
therefore exceedingly important that every 
citizen of the United States understand ex- 
actly what he is doing when he urges cur- 
rency inflation upon the President. 


Effect of Currency Devaluation upon the 
Wealth of the United States 

Since currency devaluation, per se, con- 
stitutes partial or total debt repudiation. 
some idea of its effect upon the wealth of the 
United States and the holders thereof may 
be obtained from a study of our national 
wealth and indebtedness. In February 1932 
Professor Warren of Cornell estimated our 
indebtedness at 203 billions of dollars. In 
1930 the National Industrial Conference 
Board estimated our wealth at 330 billion 
dollars. If the latter figure is discounted 25 
per cent to conform to the drop in the whole- 
sale price index from 1930 to 1982 (which is 
admittedly an inaccurate method) our total 
wealth would be reduced to about 248 bil- 
lion dollars. If we subtract 1932 indebted- 
find that the country’s unpledged 
equities amount to 45 billion dollats. 


ness we 


DISTRIBUTION OF INDEBTEDNESS IN THE UNITED STATES 


Urban Mortgages. 
Farm Mortgages 


Total Mortgages. ... 
Corporate Indebtedness. 
Indebtedness to Banks. . 

State and Municipal Debt. . 
United States Government Debt. 
Miscellaneous... . 


Total Debt 


Unpledged Equities... . . 


ne a eS ae 


*Estimate of Professor Warren of Cornell. 


1932* 19137 


Dollars Per cent Dollars Per cent 
37 billion 14.9 9 billion 4.8 
9 yo 3.6 3 .6 


18.3 
30.6 
14.1 


ve Ors | 


] 


a 


. 203 
45 


“100 | 


248 


| 


+Estimate of Professor Edie. No correction for price or cost of living changes. 
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Devaluation of the currency to zero then 
would, in theory, transfer about 82 per cent 
of our wealth from creditors to debtors. The 
208 billions, to be so transferred, was held 
in 1932 as shown in table on preceding page. 


Serious Matter for Savings, Trust Funds, 
Mortgage Holders, etc. 
Apparently, then, currency devaluation 
would be a very serious matter for savings 
banks, insurance companies, educational, re- 


ligious and other institutions whose assets 
consist principally of mortgages and bonds 


which constitute over a third of our national 
wealth. Holders of railroad and other cor- 
poration bonds, in many cases institutions 
similar to those enumerated above, would be 
seriously affected. 

The gainers would be railroads and other 
corporations, states and municipalities, the 
Federal Government, and farmers and others 
possessing mortgaged property. These fig- 
ures Clarify a recent remark made by a bank- 
er of the old school: “If you will disclose to 
me your personal situation I can tell you 
whether you are an inflationist or not.” The 
real answer to “I am an inflationist” is “How 
much do you owe?” 

Unfortunately the situation is not so sim- 
ple because most of us are both creditors and 
debtors. The ordinary thrifty citizen has a 
life insurance policy and a savings bank ac- 
mortgage on his farm, 
lose as much or more 
He is also threat- 


well as a 
stands to 


count as 
so that he 
than he stands to make. 
ened with the rising cost of living and the 
general chaos which takes place once the 
“dance of the millions” really gets under 
way. The only real winner is the man (or 
the institution) who owes everybody or who 
is adroit enough to gradually maneuver him- 
self into the position of what is usually de- 
scribed as a “bad credit risk.” 

Comparison of our indebtedness in 1952 
with that in 1913 indicates the extent of our 
extravagance even though the figures may 
not be strictly comparable. In 1913, 71 per 
cent of our wealth was in unpledged equities 
as against 18 per cent in 1932, If “debt’? may 
be regarded as synonymous with “credit” the 
war and post-war period represents one of 
the greatest “credit inflations’”’ in history. 
The figures also explain the popularity of 
“inflation.” 


Destroying Debtor-Creditor Relations 

The tremendous importance of real estate, 
representing as it per cent of our 
wealth, should be noted. If our figures are 
136 billions worth of property has 


does 55 


correct, 
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46 billions worth of mortgages against. it 
Which indicates that this class of property is 
about 30 per cent mortgaged: any steps 
which tended to destroy debtor-creditor re- 
lations therefore could hardly avoid having 
an enormous effect upon our population. 

Unfortunately no figures exist which show 
the exact indebtedness upon all classes of 
property or the distribution of the unpledged 
residue among the various classes of our pop- 
ulation. The average citizen, however, may 
assume with a fair degree of assurance that 
the same astuteness which made certain men 
wealthy would enable them to pick their way 
among the pitfalls of currency inflation with 
greater skill than the average citizen, so that 
the average citizen would eventually suffer 
most in this country, as he did in Germany, 
should the dollar be debased. 

The man with cash reserves which would 
enable him to purchase substantial equities 
in sound and well managed corporations, pro- 
ducing essentials and possessed of large in- 
ventories of raw materials produced by large 
classes of voters, would be in a position to 
take advantage of inflation. But how many 
of our citizens are at present in this position ? 

The farmer with a fine farm upon which a 
large mortgage is just about to be foreclosed 
would be in a strategic position. How many 
of the 22 per cent of our population living on 
farms are in this position and have no life 
insurance, no bonds and nothing in the savy- 
ings banks? 

What of the widow and orphan with mort- 
gage bonds or money in the savings bank ? 
What of the old couples who have saved all 
lives and bought a life insurance an- 
What of the patriotic poor who still 
few Liberty Bonds? What of the 
credit of the United States of 


their 
nuity ? 
hoard a 
honor and 
America ? 


Administration Recognizes Perils of Mad 


Inflation 
We are facing a serious situation with 
millions without earned incomes and with 


the sources of public aid rapidly drying up. 
But the cure for past madness does not lie 
in the direction of the supreme madness of 
currency debasement. This. I believe, is 
thoroughly realized at Washington, Every 
student of economic history is fully cognizant 
of the effect of currency debasement in the 
past and our President is well advised. Fur- 
thermore, so many constructive measures 
have been adopted and so many more are in 
process of application, nationally and inter- 
nationally, that there has not only been a dis- 


(Continued on page 722) 
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DEPOSIT INSURANCE AND THE NEW FEDERAL 
BANKING LAW 


DISCUSSION OF IMPORTANT PROVISIONS OF NEWLY ENACTED 
GLASS BILL 


LANE D. WEBBER 
Vice-president, The First National Trust and Savings Bank, San Diego, Cal. 


(Epiror’s Note: Unquestionably the most important question confronting American 
bankers is thal of meeting the problems bound to arise from the operation of the deposit insur- 
ance provisions in the newly enacted Glass banking bill. Through such enactment ihe Federal 
Government has acquired unprecedented jurisdiction over banking conduct, following upon 
the dictatorial enforcements set in operation by the Federal Banking Emergency Act and the 
nalional banking holiday. Inasmuch as bank deposit insurance or guarantee is to be imposed 
as a national measure, despite the unfortunate experience with such schemes by state juris- 
dictions, Mr. Webber urges that bankers must strive to promote standards of banking practice 
which might still render nugatory the operation of deposit insurance provisions incorporated 
in the newly enacted banking measure. Mr. Webber also discusses other paternal provisions 
in the banking bill enacted at the recent session of Congress.) 


ERHAPS the most discussed banking 

suggestion of the moment is that of 

deposit guaranty which is incorpo- 
rated as a provision of the Glass Bill en- 
acted by Congress in response to a great 
¢lamor that the Federal Government shall 
guarantee bank deposits. Bankers and econ- 
omists generally think such a provision to be 
economically unsound. Perhaps it is as irra- 
tional fundamentally as most of the other 
panaceas of the day. Inflation, government 
control or direction of all business, dictator- 
ship and other remedies of the hour are 
equally erroneous, when tested by past ex- 
perience, and vet are being seriously advo- 
cated by the most able of men and actually 
tried out by governments and groups. 

The stress of the times has been forcing 
all to grope for aid among untried and even 
discarded theories and practices. In emer- 
gencies and days of distress people display 
the gregarious instinct of animals and are 
inclined to flock together for mutual protec- 
tion and help. Panic and hysteria frequently 
follow and smaller groups combine in larger 
demonstrations until the movement becomes 
epidemic and involves the nation and the 
world. Thus develop the paternalistic and 
socialistic influences which have been re- 
cently at work. Mother Earth is again in 
social travail and will give birth to a new 
rder of things for humanity. 


Banking is practically a function of Na- 
tional Government, which fact alone should 
justify some measure of national control. 
However, our Federal Government has been 
compelled to come to the rescue of all banks, 


WEBBER 
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regardless of individual strength and stand- 
ing, to protect hysterical people from their 
own foolish acts and to preserve the credit 
of the nation. It is being urged, if indeed 
not forced, to assume more and greater re- 
sponsibility for the operation of the banks 
of the country. This saving service and as- 
sumption of increased responsibility justify 
more government control over that for which 
it is to be responsible. 


Extension of Dictatorial Jurisdiction of 
Federal Government 

The American banking structure 
conceived as a cohesive unit to serve a great 
federation of sovereign states. Each of the 
original states undertook to provide and su- 
pervise banking facilities for its citizens, 
and national banking developed only with 
the proved necessity therefor. Many years 
of our national life before federal 
banking was definitely fixed in the scheme of 
things, in 1864, and it was not until 1914 
that this plan was made really comprehen- 
sive, through the passage of legislation cre- 
ating the Federal Reserve System. Even 
thereafter the government has had this some- 
what restricted central authority only over 
national banks and but voluntary support 
from the great body of state banks. 


was hot 


passed 


Individualism has played a large part in 
our national success, although it appears to 
have been somewhat overdone. Certainly 
much greater restraint should be exercised 
over individualism in banking, which 
intimately related to the people, to the com- 
munity and to the nation. The judgment of 
one or more individuals must determine poli- 
cies and transactions thereunder, but more 
and more governmental observation or con- 
trol will be had over the policies adopted 
and adherence thereto. This appears to be 
true not only of banking, for the Congress 
has enacted legislation vesting our National 
Government with similar dictatorial jurisdic- 
tion over industry, agriculture, transporta- 
tion, public utilities, and other undertakings 
of private enterprise. Apparently the Amer- 
ican people cannot control their extrava- 
gance and commercial enthusiasm and must 
restrict their business behavior through the 
medium of governmental regulation. 


is so 


Creating the Deposit Insurance Fund 


Since the market value of most all other 
property has shrunk tremendously, it seems 
inconsistent to urge that the dollar in the 
bank shall remain at par. Almost everything 
in which that dollar was properly invested 
has decreased appreciably in worth, and the 
dollar cannot be returned on demand at par 
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unless the depositor will be patient. If h« 
will not wait, then he must contribute to 
the economic waste occasioned by his haste. 
If he insists upon a guaranty or insurance. 
he must pay for it in some way, just as he 
must pay for any other kind of insurance 
He may pay too heavily and needlessly by 
closing his bank, if he is not wary. In any 
event, he will pay in reduced interest on 
his account, in a higher rate on his bor 
rowings, or in some other manner. The cost 
to him will depend considerably upon his 
courage, intelligence and sportsman 
ship. 

By the guaranteeing or insuring of bank 
deposits the public understands and intends 
that the Federal Government shall assure 
the depositors of all banks that their mon- 
eys shall be continuously available on de- 
mand, and obligate itself to that end. Such 
an obligation is, of Course, beyond the finan- 
cial ability of our government. The sum 
involved stupendous as to defy the 
strength of any government. 

Unless there be but a gesture to allay un- 
reasonable fear, it must be supported by 
means adequate to the undertaking. Patently 
it is as impossible as it is unnecessary to 
underwrite an amount of such gi- 
gantic proportions as the aggregate of de- 
posits in all banks. Hence, it is proposed 
to set up a fund of more modest size to be 
used as a revolving fund and which, with 
proposed accumulations, shall ultimately be 
come somewhat commensurate with the en- 
tire responsibility. 


good 


is sO 


raise or 


Operation of the Federal Bank Deposit 
Insurance Corporation 

It is purposed under the new banking 
laws passed by Congress to create a Federal 
Sank Deposit Insurance Corporation which 
is to become operative July 1, 198 Mean- 
while a “Temporary Federal Deposit Insur- 
ance Fund” is to be started January 1, 1954 
to which will be admitted Federal Reserve 
member banks licensed by the Secretary of 
the Treasury and State non-member banks 
approved as to solvency by the state bank- 
ing authorities and by the corporation ad- 
ministering the fund. The Federal Deposit 
Insurance Corporation, to become operative 
July 1, 1934 will provide 100 per cent in- 
surance on deposits up to $10,000; 75 per 
cent between that sum and $50,000 and 50 
per cent on sums over $50,000. 

Initial capital of the Federal Bank De 
posit Insurance Corporation is to be pro 
vided through a stock subscription of one 
hundred and fifty millions from the Fed- 
eral Treasury, a Similar subscription of one 
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half the surplus of each of the Federal Re- 
serve banks, producing about a like sum, 
and an assessment upon the banks | con- 
cerned which, it is hoped, would raise ap- 
proximately another one hundred millions. 
This latter hope is probably too optimistic. 
If successfully obtained, even so considerable 
a sum as four hundred millions is roughly 
about one per cent of the present deposit 
liability of our banks. Obviously, this is 
entirely inadequate to the purpose, unless 
our people will make their contribution to 
the undertaking by a liberal display of con- 
fidence. Contemplated additions to the fund 
may in time produce an approximation of 
adequacy, but by that time the present crisis 
will have passed and the need will have 
vanished. It might be suggested that the 
proceeds of the present check tax, if con- 
tinued, be allocated to any guaranty fund, 
and that a small percentage be deducted 
from all interest paid depositors by banks 
and applied to the same purpose. 


Bankers Must Direct Course of Hazardous 
Deposit Insurance Movement 

Right or wrong it may be, foolish and dan- 
gerous, a demonstrated failure whenever and 
wherever tried by a smaller unit of juris- 
diction than the National Government, but 
inevitable it seems to be, and bankers must 
recognize and accept the eventual. It be- 
comes their duty to direct the course of so 
vital and hazardous a movement to the end 
that it shall do both the greatest good and 
the least harm. 

Bankers have put forward no general pro- 
gram for recovery and must not stand by 
only to criticise and oppose the ideas and 
endeavors of others, unless prepared to prove 
them wrong, to offer other and better sug- 
gestions, and undertake their accomplish- 
ment. The mere fact that the plans of others 
appear radical and revolutionary or do vio- 
lence to precedents and traditions does not 
warrant their damnation and disregard. 

While I cannot convince myself that de- 
posit guaranty is right in principle or more 
than a temporary expedient, doomed to dem- 
onstrate its ultimate unsoundness, I conceive 
it to be my patriotic duty to support the 
representatives of our National Government 
in their determined efforts to relieve distress 
und restore stability, and pledge my coopera- 
‘ion in this insurance experiment. However, 
! have convinced myself that the Federal 
Government should have exclusive jurisdic- 
tion over commercial banking, and that the 
proper exercise of that jurisdiction, coupled 
with genuine cooperation on the part of 
bankers, could have made and still might 


make unnecessary, resort to plan of 


deposit guaranty or insurance. 


What Bankers Must Do 

What can we do as bankers? Study the 
pending problems industriously, intelligently, 
sympathetically and _ patriotically; forget 
selfish motives and insistence upon mere 
tradition; approach the subject with an open 
mind, without prejudice or partisanship; 
reach a conclusion, form an opinion and 
then, in the name of manhood, have the 
intestinal fortitude to express it. Discuss 
your opinion with fellow bankers, convey to 
those who represent you in government your 
mature convictions, and fearlessly exert your 
every effort and influence to obtain the en- 
actment and enforcement of constructive 
legislation. That is leadership. That is what 
the public is searching and crying for. 


any 


If bankers believe there should be a de- 
posit -guaranty or insurance law, let them 
and help to create it. Contrawise, 
oppose it. If they believe that the Federal 
Government, through the Postal ‘Savings 
System, is offering an almost ruinous com- 
petition to the very banks it is trying to save, 
and make vocal a demand that it 
retire from the field entirely or reduce its 
deposit limit, rate of interest, and with- 


Say SO, 


say So, 


drawal privileges below the point of com- 


petition. If they think that banks should 
not be compelled to secure deposits of public 
funds by purchasing and depositing bonds 
that may be criticised, valued and rejected 
by public officers, or be influenced by the 
whim of the investing public or political up- 
heavals, say so, and insist that all depos- 
itors be treated alike. 

Will you permit a digression to call your 
attention to a very recent decision of the 
United States Circuit Court of Appeals in 
Illinois in which the receiver of a national 
bank was upheld in his demand upon a 
municipality for the return of securities 
pledged to secure a public deposit. The court 
speaks of the propriety of treating all de- 
positors impartially. 


Interest on Deposits 

If antiquated laws require payment of ex- 
cessive interest on public deposits and the 
immediate cashing of checks taken in pay- 
ment of taxes. make known their apparent 
injustice and demand their repeal or modifi- 
cation. Determine for yourself: Whether 
or not it is really best that there be unified 
banking, through enforced membership in 
the Federal Reserve System or through ex- 
clusively national commercial banking; 


(Continued on page 718) 





DAY OF CONTROVERSY BETWEEN FIDUCIARIES AND 
THE BAR IS PASSING 


SERVICES NOT CONFLICTING BUT SUPPLEMENT EACH OTHER 
JOHN G. JACKSON 


Chairman of Special Committee on Unauthorized Practice of the Law of the American Bar Association 


(Epitor’s Norte: 


Mr. Jackson, in the foliowing message to the readers of Trust 


ComPANlies, reflects the dominant and mutual sentiment among representative members of 
the Bar and of the trust companies who are animated by earnest purpose to reconcile and 
align the legal profession and fiduciary administration to the prime objective of serving 


and protecting the best interests of the people. 


Mr. Jackson emphasizes that obligations 


rest equally upon the members of the Bar and upon trust officials to observe their respective 
spheres of conduct and principles.) 


T is not possible to believe that the events 

of recent years have not had a beneficial 

effect on the relations between members 
of the Bar and fiduciary officers, Together 
they have been compelled to meet and solve 
new problems and difficulties of many kinds 
and, generally speaking, this association has 
brought about mutual respect, a more tem- 
perate judgment and less intolerance. They 
have learned by experience and by friendly 
discussion that their respective fields of ac- 
tivity do not conflict but in fact supplement 
each other. 

While the day of recrimination and _ liti- 
gation between the two has not entirely 
passed, it is passing, and definitely so. No 
other deduction can be drawn from the stead- 
ily increasing acceptance by the Bar and by 
the fiduciaries of declarations of principles 
governing the activities and relations of 
each. Without exception these declarations 
have accepted as basie the principles that 
corporations shall not practice law, that a 
lawyer owes to his client undivided loyalty, 
and that admission to the Bar bestows upon 
the lawyer no preemptive right to fiduciary 
appointment. 

That these are established principles be- 
cause they are in the public interest is ob- 
vious, and neither the fiduciaries nor the Bar 
can afford—from any point of view—to ac- 
cept standards governing their conduct that 
are not in the public interest. Insistence on 
selfish motives must eventually lead to public 
condemnation and eventual loss of standing 
and reputation, a result neither can desire. 

No one questions that the great majority 
of men practicing law and engaged in fidu- 
ciary business are and have been honest, sin- 


cere and intelligent. Criticism of the conduct 
of fiduciaries and lawyers as a rule results 
today from the exceptional case, not repre- 
sentative of either class. More and continued 
active opposition to practices that depart from 
the accepted principles of public service is 
undoubtedly desirable and evidence of coop- 
eration in this respect is found in the agree- 
ments already referred to and in the ap- 
pointment of joint committees representing 
jhe Bar and the fiduciaries empowered to hear 
and deal with complaints. By such means 
deserved confidence and respect will become 
general and on confidence and respect rest the 
stability and usefulness of both occupations. 

As President Butler of Columbia Univer- 
sity recently said: 

“Ven in their business relations with 
another deal chiefly in credit. This, in turn, 
means confidence and confidence is the out- 
growth of the observation of conduct which 
itself is the expression of character. This 
line back from the economic to the moral is 
direct and easily traced. If this line be brok- 
en or interrupted, either by wrong conduct 
or by lack of confidence or by disappearing 
credit, collapse, both moral and economic, is 
universal and calamitous. Let it be observed, 
however, that that which has broken down is 
primarily not the economic superstructure 
but the moral foundation.” 

The development character, deserving of 
the confidence which President Butler so cor- 
rectly values, clearly requires the Bar to be 
independent of corporate control and free of 
the intervention of laymen between the law- 
ver and his client. Fiduciaries generally 
have come to accept this view recognizing its 
intrinsic soundness and that their problems 
of administration are sufficiently difficult. 


one 





CUOCEOCEECOUEEEOEEOOROGEOOGEOGOCEORCEOE GOES 


TRUST SERVICE MUST KEEP PACE WITH NEW ERA 
BROADER ECONOMIC AND SOCIAL CONCEPTS OF TRUSTEESHIP 


JOSEPH W. WHITE 
Trust Officer, Mercantile-Commerce Bank and Trust Company, St. Louis, Mo. 


(Epitror’s Norte: 


While the underlying principles of trusteeship are immutable, the 


fact remains that trust service is not static and contains the germ for constant adaptability 


lo new social and economic demands. 


While the socalled ‘‘New Deal’ launched by the 


present political administration contains much that is boldly experimental, it has the merit 
of striking out into new concepts of service. This new regime therefore presents a challenge 
which forward-looking men in the trust field should not fail to grasp. Mr. White discusses 
various new agencies of trust service which fit in with enlightened social, economic and 
industrial plans for human advancement. He shows that trust service has demonstrated its 
integrity and its capacity for greater achievements during this period of depression.) 


RUSTEESHIP, in a broad sense, is a 

part and parcel of our very concept of 

civilization. The parent is a God-ap- 
pointed trustee to rear and guide his off- 
spring in paths of righteousness, uatil that 
child in turn is capable of accepting a simi- 
lar responsibility that our civilization may 
continue. Our President is a trustee charged 
with the duty of shaping the destinies of this 
great Nation. The same idea is carried out 
in the various political divisions of our gov- 
ernment: we find governors directing states 
and mayors in charge of cities. 

Today the ‘tendency toward trusteeship 
seems more pronounced than ever before. <A 
trustee will be appointed shortly to direct 
and coordinate the great railroad systems of 
the country. Agriculture will have its trus- 
tee, defining the acreage that may be planted, 
fixing prices for farm commodities, and regu- 
lating marketing. The vast field of industry 
in the near future will find a trustee super- 
vising its activities. All of this in a deter- 
mined effort to bring back prosperity and hap- 
piness. 

Broader Scope of Trust Service 

It seems an inborn human trait to place 
confidence in our fellowmen, Thus it is that 
we have found many men and women placing 
their inheritances. their accumulations, and 
their wealth in trust with the corporate fi- 
duciary. 

Those of us engrossed day in and day out 
in the stern business of administering trusts 
should not overlook the higher concepts of 
the trust business. What greater confidence 
can any one repose in your institution or 
mine than to designate it as trustee under 


his will? In doing this he realizes that in the 
event of death, his family’s future welfare is 
placed in our hands. This is a great, sol- 
emn responsibility. It is our duty to guard 
the property he has entrusted to us, that his 
widow may be protected during her life, 
that his children may be provided for and 
educated; and when our trusteeship ends, to 
pass the property to the ultimate beneficia- 
ries. 

It is a great exhibition of faith when a 
client, during his life, transfers his wealth 
in trust, directing us to manage and con- 
serve it and to continue to do so after his 
death for his dependents, relying on our skill, 
our judgment, our ability and our honesty 
to shield and protect his loved ones from 
the dangers that ever seek to lessen, to con- 
sume, to destroy wealth. 

When I consider the many defenseless, in- 
experienced beneficiaries who are dependent 
on my institution, the seriousness of it some- 
times appalls me. I am sure that all charged 
With similar responsibilities feel the same 
way. In fact, I know that trust officials 
throughout the country are mindful of their 
serious obligations. In all the chaos through 
which we have passed in the last few years, 
with the tumbling of institutions, unbeliev- 
able defaults, broken faiths and shattered 
confidences, I have not heard of one case 
where a trust institution proved faithless to 
its trust. This record stands out as a bright 
beacon through the dismal gloom of this dark 
era. 

Trusteeship Follows Methods of Conservatism 


It is traditional for trust institutions to 
follow methods of conservatism, endeavoring 
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to protect the principal of trusts, but, at the 
same time, to obtain a fair return for the 
life tenant. They realize that in many in- 
stances the life tenant has no earning power 
but is entirely dependent on the income from 
the trust. So it was that in the mad period 
of 1928 and 1929, through the efforts of Hon. 
Thos. C. Hennings and other able leaders, 
trust institutions refused to be drawn into 
the vortex of speculation, but stood firm in 
their resolution to invest (trust funds in 
sound and conservative securities. and thus 
they have been able to ride out the stormy 
period through which we have passed. 

I know of many instances today where a 
trust estate is the sole support of several 
families. One case in particular stands out. 
In 1928 a mother died leaving an estate of 
over $500,000, in equal shares to her five 
children. All were married with the excep- 
tion of a daughter. The share of this daugh- 
ter was placed in trust, with the income pay- 
able to her for life. The other four children 
lost their inheritance in a few years, prin- 
cipally through speculation, and now all of 
the children and their families are dependent 
on the income of the daughter. 

I could multiply these illustrations indefi- 
nitely, but they are old stories to trust of- 
ficials. The fact stands out, however, that 
funds handled by trust institutions, invested 
on the recommendation of their Statisticians 
under the guidance of their investment com- 
mittees, have shown far less decline in value, 
and a far smaller percentage of defaults than 
when handled by individuals. It is but logi- 
cal that these institutions, with their elab- 
orate statistical departments, checking con- 
tinually the assets in their charge, would 
show better results. These advantages of 
trust service are realized by the public. What- 
ever the sentiment may be against banks and 
their investment affiliates, the trust depart- 
ments have the full confidence of the public. 

With the heritage we face the new era; 
what it holds, none today can foretell. Many 
plans undreamed of in government a few 
years ago will be tried. Zconomic theories 
Will be experimented with. We must go for- 
ward into that era and carry on. The possi- 
bility of inflation must be considered in shap- 
ing our investment policies. The effects of 
the many changes to be made in the rail- 
roads, the utilities, and in practically all in- 
dustries, must be studied and weighed by 
us. If ever there was a need for our serv- 
ice, our counsel, it is today. We must give 
our best efforts to these problems, and search 
for new fields. I will mention a few some- 
What new the trust institutions 
should further develop in the era we are 
entering 


services 





COMPANIES 





Investment Counsellors 


In the past most individuals have been 
careless in the investment of their funds. 
The business executive, the doctor and other 
investors would take a few minutes in a 
busy day to talk with a bond salesman who 
chanced to call. If he had cash available he 
would buy the bonds or stock the salesman 
recommended. A month or so later this pro- 
cedure would be repeated and. eventually, 
the investor would have a block of nonde- 
script securities bought at random, with no 
thought given to diversification, to maturity 
dates, or to any plan of investment. He 
would keep no record to check called bonds, 
no supervision of securities in his box. no 
study of trends of industries. In many cases 
investors had as high as 80 per cent to 100 
per cent of all of their Savings invested in 
hotel and apartment house bonds floated in 
the frantic period of 1927-8-9. | know of 
an old widow in this position with about 
$30,000 par value of these bonds and only 
$1,000 of the lot is paying interest today. 
She is being supported by friends and neigh- 
bors, 

Some years ago when drainage bonds were 
in vogue, many investors bought them in large 
blocks and forgot about them until they re- 
ceived a request to deposit with the bond- 
holders protective committee. Many small 
banks all over the country have been com- 
pelled to close during the past few years, be- 
cause of tremendous depreciation and losses 
in their bond accounts. Stocks were bought 
in years past, solely because of tips from 
friends or ‘brokers, with no consideration 
given to earnings or to stability of the com- 
pany. 


Tax Status and Diversification 


Contrast these methods of investment with 
the system in the modern trust company. 
When a trust comes into a trust company, 
it is reviewed as soon as possible, and an 
investment plan outlined. This plan varies 
according to the circumstances of the account. 
One factor receiving special attention, par- 
ticularly at the present time, is the tax stat- 
us of individuals interested in the income 
from the accounts. Investments are pur- 
chased, when practicable, to mature at or 
about the time the trust terminates. The 
investments in the account are diversified 
from several different angles, namely: in- 
dustry, maturity, geographic location, the 
companies in a particular industry and types 
of securities. Fixed proportions for an in- 
dustry cannot be determined. At times one 
industry will appear to have distinctly better 
advantages than another, and if so a larger 
portion of the investments are made in such 
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an industry. As a rule in the average trust 
no more than five per cent of the account is 
placed in one security. 

Geographic diversification is sought so that 
business conditions in any section of 
the country will not materially affect the 
account. This is of particular importance 
in the purchase of municipal bonds. Consid- 
eration is given to the need for marketability 
in the account. Generally speaking, a higher 
rate of return can be obtained on investments 
having lower marketability. 

In investing funds, if possible, an effort 
is made to have a diversification of maturity. 
The reason for this is that over a period of 
years there is a substantial fluctuation in in- 
terest rates, and a diversification of maturity 
avoids the possibility of having substantial 
amounts coming due in a very high bond 
market, with the necessity of reinvesting at 
an extremely low rate. 


one 


New Approaches to Investment Problems 

Investments are watched for call price. 
Sometimes it is advisable to dispose of bonds 
selling substantially above the call price, 
and investing in other bonds which have some 
opportunity for appreciation. In addition, 
many market prices change from year to 
year, usually at a gradually declining pre- 
mium. 

The account is reviewed periodically from 
the standpoint of the individual securities 
and the account as a whole. Investments 
are made in only the highest grade of securi- 
ties, yet these are continually checked, both 
as to market and the trend of the issuing 
company. Information respecting invest- 
ments is submitted from time to time to an 
investment or trust committee, consisting of 
a number of the members of the board of di- 
rectors of the company, who guide its of- 
ficers in the management of accounts. Surely 
such service merits the careful considera- 
tion of everyone with money to invest. The 
advice of the trust institution on investments 
will be disinterested, because it will have 
no securities to sell and will be interested 
only in serving its clients. 

This is an age of specialists, we have them 
in medicine, in law, and in most of the other 
professions. I feel that the investing public 
in the future will turn to trust institutions 
for investment guidance. The heavy losses 
in the security markets in the past indicate 
the urgent need of disinterested advisers and 
counsellors to assist investors in the selec- 
tion of investments. Trust companies with 
the machinery already functioning for the 
work, with long experience in investing 
funds, and impartial, is the logical place for 
this service. If this service is properly pre- 
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sented, I am sure that a vast amount of new 
business will find its way into trust institu- 
tions. I would suggest an advertising cam- 
paign by trust institutions to inform the pub- 
lic of this service. 


Trust Service to American Industry 

The trust institution in the era we are 
entering can be of great assistance to indus- 
try in its endeavor to meet its obligations 
to employees. Gilbert T. Stephenson, vice- 
president of the Equitable Trust Company 
of Wilmington, Delaware, has covered this 
subject very fully in his booklet, “New Op- 
portunities for Trust Service to American 
Industry.’”’ 

The present depression has demonstrated 
the need for plans that will not only give 
the employees a larger share of the profits 
of industry in prosperous years, but at the 
same time reserve a portion for the use of 
employees in years of poor earnings. If some 
such plan had been in force when the depres- 
sion struck in 1929, it is probable that the 
present depths would not have been reached, 
for, if the purchasing power of the masses 
had not been curtailed, industry and business 
might have been able to beat back more 
quickly without so complete a collapse. One 
lesson we have learned from these trying 
times is that if prosperity is to be abroad 
in the land, there must be purchasing power 
in the hands of the people. 


In our more prosperous years, the people 
were educated not only to spend their current 
earnings, but to mortgage future earnings for 


several years to buy houses, automobiles, 
radios, electric refrigerators, washers and 
the like, on the installment plan. The result 
was that no savings were set aside by the 
average wageearner to carry him through the 
depression. That is one of the reasons for 
the collapse of purchasing power in the past 
few years, and has made the burdens of ex- 
tending relief greater than in any former 
depression. 


More Equitable Distribution of Wealth 

Just what can be done to more equally 
distribute the wealth which we produce and 
to keep it distributed, is receiving the careful 
thought and attention of the best minds of 
the country. Leaders of industry, governors 
of states, administration officials in Wash- 
ington, are working diligently on plans to ac- 
complish this result. The following have 
been suggested: (1) Stabilization of employ- 
ment; (2) Old-age pensions; (3) Relief in 
cases of incapacity; (4) Special awards or 
bonuses to employees; (5) Thrift plans; 
(6) Profit-sharing plans; and (7) Stock pur- 
chase plans. 
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Many firms already have one or more of 
these plans in operation, and in many in- 
stances trust institutions are trustees of the 
funds. The most important of these, per- 
haps, is the stabilization of employment, So 
that if another depression should come, we 
will not have the widespread unemployment 
as it exists today. 


Unemployment Insurance 


I am not an economist, but it seems to me 
that if in prosperous years corporations and 
employees set aside reserves to be held in- 
vested and disbursed in periods of depression, 
it might be possible to avoid serious recur- 
rences of the disasters of the past years. 
Corporations have always considered it poor 
business to pay out all earnings to their 
stockholders, but have set aside a surplus to 
cover unforeseen contingencies and to main- 
tain dividends in period of declining earnings. 
If this is sound from a stockholder’s stand- 
point, it should likewise apply to the em- 
ployees of corporations. Industry cannot 
hope to prosper without a market for its out- 
put, and this can only be maintained if labor 
ean buy. 

Various plans have been tried to meet the 
unemployment situation. I understand that 
eighteen foreign countries have unemploy- 
ment insurance, and that in England alone, 
unemployment insurance the govern- 
ment over one billion dollars in a year. This 
does not seem to be a governmental function, 
nor is it fair to tax a portion of the people 
to maintain those unemployed. This is a prob- 
lem for capital and labor. They should get 
together and solve it for their mutual benefit. 

In the past efforts have been made by labor 
and industry in this country, independent of 
each other, to conteract unemployment. 
Trade unions have a form of unemployment 
insurance. The members of unions are re- 
quired, when employed, to deposit a portion 
of their earnings in a fund to be used to as- 
sist their members in periods of unemploy- 
ment. The weaknesses of their plans have 
been, first—because they were uncorrelated, 
not uniform, second—because funds were im- 
providently invested, third—because they 
were often used for other purposes and hence 
not available when needed. 

Some corporations also have established 
funds to meet unemployment. Mr. Stephen- 
son states that in this country there are 
seventy-nine voluntary plans for stabilization 
of employment covering 326,000 employees. 
Where the corporations retained these re- 
serves, they were commingled with other as- 
sets, or invested in the stock of the corpora- 
tion fostering the plan, In many cases these 
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funds so set aside had to be used to carry 
the corporation during the depression. Where 
stock was purchased, because of depreciation 
in its value, the usefulness of the fund was 
greatly curtailed. 

Trust Agreement for Handling Reserves 

The latest suggestion in this country was 
submitted by a group of governors of some 
of the eastern states in 1932. They proposed 
a compulsory reserve by employers of labor, 
based on a percentage of their payroll, the 
reserves to be held by the states and dis- 
tributed in periods of unemployment. 

The failures of the past have demonstrated, 
first that unemployment cannot be protected 
by labor or industry in periods of depression 
out of current income, second—that it is ab- 
solutely therefore, that reserves 
aside, and third—that it is advisable 
to separate these reserves from all other 
funds of both labor and industry. The logi- 
cal place for these reserves is with the trust 
institutions of the country. In this 
contributions by capital and labor will be 
united and held for the purposes for which 
they were intended by institutions well quali- 
fied by long experience to manage and invest 
the funds entrusted to them. 

This matter is so serious, sO essential to the 
future welfare of the country that it should 
be given careful thought by every trust of- 
ficial. The Trust Division should make a 
study of the possibilities of a plan of this 
kind and appoint a committee to make a sur- 
Perhaps it might be worked out in 
conjunction with a committee of the Ameri- 
can Bar Association, and a model trust agree- 
ment for handling these reserves prepared. 
Such a work would undoubtedly be a great 
contribution to future stability, and would 
result in added profits to trust institutions. 

When the life insurance trust and the 
business insurance trust were in the process 
of development, the Insurance Trust Commit- 
tee was instrumental in developing uniform 
agreements which were widely used. The 
agreement might provide that corporations 
deposit at periodical times a percentage of 
their payroll, and the employees a percentage 
of their wages, in trust with a responsible 
trust company; the funds deposited to be in- 
vested, the income accumulated and, in turn, 
invested. It might be provided that when the 
trust reaches a designated amount, the con- 
tributions by capital and labor might be 
decreased. 

A committee composed by representatives of 
the employer and employees could be desig- 
nated with power to direct the trustee in re- 
gard to disbursements from the trust in peri- 
ods of unemployment. If such a plan were 


necessary, 
be set 


way, 


vey. 











adopted throughout the country, when the 
next depression comes with its resultant un- 
employment, labor’s purchasing power would 
not cease. The employees would receive their 
allotted payments from the trusts and could 
continue to pay rent, buy food, clothing and 
other necessaries of life. To supply these, 
many industries would continue to operate 
with the result that we may be able to ward 
off any serious depressions in the future. 


Old-age Benefits—Sick Benefits 


Henry R. Corbett, an actuary of Chicago, 


in an address at the Mid-Continent Trust 
Conference in Milwaukee last November, 
stated that the corporate fiduciaries were 


overlooking profitable fields of trust service 
in failing to develop old-age retirement, cr 
pension plans. He pointed out that trust 
companies can handle these plans much more 
economically for corporations than insur- 
ance companies. When an insurance com- 
pany makes a pension or retirement contract 
with a corporation, the insurance company 
actuary figures the annual deposit that must 
be made by the corporation to meet the pen- 
sion payments to the employees as they reach 
retirement age. 

As the insurance company obligates itself 
to make definite payments to retired em- 
ployees as long as they live, the insurance 
company must be safe and, consequently, adds 
a load to the actuarial cost which increases 
the cost to the corporations adopting the 
plan. This does not mean that the insurance 
companies are not justified in doing this. On 
the contrary, it is sound business for them to 
Remember that when an insurance 
company makes a contract of this nature, it 
is agreeing to make definite and fixed pay- 
ments to commence far in the future. Many 
unforeseen contingencies may arise and the 
insurance company must protect their other 
policy holders. Then there is the cost to the 
insurance company of selling this type of in- 
surance, with their competent salesmen to be 
paid, and the salaries of officers and em- 
plovees and the general overhead of the in- 
surance company. 


do so. 


The Pension Trust 

Mr. Corbett also points out that pensions 
do not constitute a proper subject for insur- 
ance at all, as there is no element of sudden 
He says between death losses and pen- 
sion losses there is much the same difference 
as between a fire and the gradual deprecia- 
tion of a building. We insure against the 
former but set up a reserve to provide for 
the latter. A competent actuary can compute 
the amounts required to be deposited annu- 
ally to provide pensions for employees. 


loss. 
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It has been demonstrated that it is unwise 
for a corporation to attempt to hold its own 
pension reserves, because most corporations 
do not have the investment facilities to in- 
vest the funds. It also makes the plan more 
attractive to employees, and gives it greater 
stability if handled by a trust institution. 

If a corporation plans to form a pension 
trust, an actuary is retained to compute the 
annual deposits required. A trust agreement 
is entered into with the trust institutions and 
these deposits are lodged with the trustee 
and invested in accordance with the terms 
of the agreement. The corporation may des- 
ignate the character of investments to be pur- 
chased, or this may be left to the discretion 
of the trustee, The income accumulations are 
likewise invested. The funds thus accumu- 
late until the time arrives for the payments 
of pensions to the employees of the corpora- 
tion. 

The trustee does not guarantee to make 
fixed payments to the annuitants, nor does it 
guarantee the sufficiency of the fund. It is 
merely a trustee under a trust agreement with 
directions to distribute the funds in the man- 
ner set forth in the agreement. 

Flexibility of Trust Plan 

This plan is more elastic than insurance 
company pension contracts, because a trust 
agreement may be made more flexible. Un- 
der a Pension Trust it may be provided that, 
if a surplus in the reserves should develop, 
the annual deposits could be reduced, while, 
in case of a deficit, the amount might be 
made up in later years. It could be arranged 
that if the corporation, because of financial 
difficulties is unable to make deposits as pro- 
vided in the agreement, these may be waived 
and later made up, or the benefits of the 
annuitants reduced. These elastic provisions 
are often most beneficial and if generally 
known to corporations, would result in a 
wider use of the Pension Trust. 

Many corporations have considered pen- 
sion contracts with insurance companies, but, 
realizing that they call for fixed payments for 
many years, they hesitate to obligate them- 
selves so far into the future. On the other 
hand, if they can make arrangements through 
a Pension Trust that does not result in a 
fixed liability that must be met in good years 
and bad alike, they feel more inclined to 
adopt the plan. A direct mail advertising 
campaign addressed to the corporations in 
your community would be inexpensive and 
will, undoubtedly, bring new business to your 
institutions. 

Old-age recirement plans are becoming 
more popular year by year, and many of the 
corporations of the country have established 
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them. I heard the president of a large com- 
pany say some time ago that one of the 
ways to overcome the surplus of man power 
would be to retire all employees at the age 
of forty. This seems rather drastic, but it 
shows the tendencies of the times. This is a 
service that should be developed by trust in- 
stitutions, not only because it will prove 
profitable for trust departments, but because 
it ties in responsible corporations with the 
trust institution. 


Relief in Cases of Incapacity 

Industry as a whole has always endeavored 
to care for employees incapacitated because 
of illness or accident. Some corporations 
maintain salaries during such periods and 
earry health and accident insurance for em- 
them in doing so. Others 
maintain loaning funds to assist employees 
in times of emergency. Industry in recent 
years, realizing the need of segregating these 
funds have turned to trust institutions to 
manage them. Portions of earnings are placed 
in trust under an agreement providing for 
the management of the fund and distribu- 
tions therefrom. 


“ASSIST 


ployees or 


Under these types of agreements the trus- 
tee is given investment powers and disburse- 
ments are made by the trustee on written in- 
structions of a special committee chosen by 
the corporation and the employees. These 
benefits are sometimes limited only to em- 
ployees, while under other agreements, chil- 
dren, widows and widowers of employees are 
entitled to participate in the fund. In some 
cuses advances are considered outright gifts, 
while in others they are made as loans to 
employees to be repaid in the future. This 
character of trust is advertising for 
trust institutions and should be fostered. 


good 


Special Awards or Bonuses to Employees 


Gerard Swope of the General Electric 
Company, the originator of the Swope Plan 
of stabilization of industry, said, “Every ef- 
fort should be made to preserve the benefits 
of individual originality, initiative and en- 
This statement embodies the idea 
busi- 

are 


terprise.” 
of most corporation heads today. If 
commerce, finance and industry 
to advance, it can be done only by the orig- 
inality, initiative and enterprise of officers 
and employees. 

To stimulate action on the part of the per- 
sonnel of corporations many companies have 
set aside funds out of which distributions 
are made to officers and employees for ex- 
ceptional services rendered, for new inven- 
tions or for other contributions to the wel- 
fare of the corporation. I understand that 


hess, 
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there is one institution in the country that 
each quarter sets aside ten per cent of net 
earnings of the company in excess of the 
amount required to meet current dividends 
for this purpose. This amount is trusteed 
with a trust company and disbursed from 
time to time on direction of the board of 
directors upon recommendations made by the 
president. Here is another field for trust de- 
partment service to industry. 


Thrift Plan 


In addition to the payments for relief of 
employees, Many corporations of the coun- 
try have endeavored to encourase employees 
self-supporting by recom- 
mending various thrift plans. Mr. Stephen- 
son, in his booklet, refers to a novel trust 
along this line created by an industrial com- 
pany in Philadelphia in connection with a 
thrift fund established in 1925. The fund 
was made up of deposits of employees with 
certain contributions by the company. 


to save and be 


The company issued to its employees thrift 
bearing interest at the rate of 
7 per cent. In 1924 the company established 
a trust with a Philadelphia institution for 
the purpose of guaranteeing payment of the 
certificates. The corporation delivered to 
the trustee certain securities to be held in 
trust. As long as there is no default in the 
payment of the interest on the certificates, 
the trustee pays the income from the trust 
to the company. If the company is not 
in a position to pay the 7 per cent interest 
on the certificates, the agreement provides 
that the trustee shall at once begin to make 
payments direct to the certificate holders. 


certificates 


The trustee is also empowered, if the de- 
fault continues, to sell the securities and 
apply the proceeds to the payment of prin- 
cipal and interest on the certificates. This 
case demonstrates how trust service may be 
used by industry for the benefit of its em- 
ployees. 


Profit-Sharing Trusts—Stock Purchase 


In many instances, trust institutions have 
been called upon to act in the capacity of 
trustee to represent corporations and em- 
ployees in the management of funds set aside 
by the corporations to permit employees to 
participate in profits, or to purchase stock 
in the corporation. Where a trust institu- 
tion has been selected to act in these cases, 
it has proven most satisfactory from the 
standpoint of the corporation, and the em- 
ployees have a greater feeling of security 
because a disinterested third party is handl- 
ing the funds. 
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It’s Our Job to Manage 
Estates and Trusts 








CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. sells no securities. Its entire 
personnel is dedicated to a single 


purpose -- the care and manage- 





ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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A TYPEWRITER THAT 


OPERATES ENTIRELY FROM THE KEYBOARD 


Here is the most important contribu- 
tion to typewriter operation in more 
than a decade ...a typewriter in which 
electricity saves the wasted energy 
and motion that make typing so tiring. 


In this new typewriter the motor does 
all the heavy work—returning the 
carriage, spacing automatically to the 
next writing line, and shifting to capi- 
tals. The keyboard is standard. There 
is no new touch to learn. The lessen- 
ing of fatigue results in increased 
production. 


This new electric carriage typewriter 


AT A TOUCH 
OF THIS KEY 


THE MOTOR 
RETURNS THE 
CARRIAGE 


TO THE NEXT 
WRITING POSITION 


is guaranteed by Burroughs. It is 
backed by the same Burroughs serv- 
ice organization that for years has 
serviced electrically-operated Bur- 
roughs machines in offices throughout 
the world. 

For more details, write to Burroughs 
Adding Machine Co., Detroit, Mich. 


BURROUGHS 


TYPEWRITER 





PROBLEMS OF TRUSTEES UNDER DEFAULTED BOND 
ISSUES 


DEALING WITH ADDITIONAL BURDENS AND UNUSUAL SITUATIONS 


BEN W. UTTER 
Trust Counsel, Title Guarantee and Trust Company, Los Angeles, Calif. 


(Eprror’s Note: With accumulating volume of bond issues and corporate obligations 
subjected to default and demanding protective measures, the duties of trust companies and 
banks in acting as trustees under corporate trust indentures, are bound to acquire new im- 
portance and delicacy. Numerous and exceptional problems are presented which frequently 
require the trustee to take initiative and discretionary steps beyond the bounds of legal 


reservations or immunities. 


Mr. Utter has assembled the experience of a number of trust 


officials and cites instances as well as their treatment which are the subject of timely and 
instructive discussion, particularly as regards initial problems confronting trustees under 
defaulted bond issues.) 


EGAL duties of trustees have changed 
very little in recent times, but the 
attitude of the public has undergone 

a great change. Economic conditions, bring- 
ing on great hardships, have caused a large 
number of the public to question the trus- 
which, in former times, they 
matter of course. Problems 
Which have been handled for years in a cer- 
tain well defined manner, without overtaxing 
the ingenuity of the trust officer who was 
required to act are not, now, always suscep- 
tible of the same solution. New methods 
must be evolved to satisfactorily handle 
them. 


tee’s methods 


accepted as a 


It occurred to me that if a few of the 
present day problems in connection with de 
faulted bond issues could be assembled from 
the experiences of trustees, it might present 
an interesting matter for With 
this thought in mind, the following is of- 
fered: 


discussion. 


Knowledge or Notice of Default 

Trust indentures securing bond issues usu- 
ally contain provisions requiring the trustee, 
in the event of default, to take certain ac- 
tions upon the request of the holders of 
25 per cent in amount of the outstanding 
bonds. Ordinarily, the underwriter or dis- 
tributor undertakes to organize the bond- 
holders under the terms of a bondholder’s 
protective agreement. The bondholders pro- 
tective committee, constituted by such agree- 
ment, represents the holders of a_ sufficient 
number of bonds to authorize the trustee to 


undue delay. In 
some however, the underwriter has 
gone out of business and there may be no 
other distributor able or willing to organize 
the bondholders. Where this situation pre- 
vails, increased responsibility sometimes 
rests upon the trustee. 

In a recent case which came to my atten- 
tion, several months elapsed after default in 
payment of the semi-annual installment of 
interest on the bonds before any interested 
persons called upon the trustee. In _ the 
meantime, the trustee had learned that the 
underwriter had liquidated his business, and 
that no other distributor was paying any at- 
tention to the default. The trustee had, of 
course, returned the coupons unpaid shortly 
after their due date, and soon thereafter sent 
a special notice of the default to such indi- 
vidual bondholders as could be reached 
through the use of names obtained from the 
ownership certificate lists. Several bond- 
holders wrote to the trustee, advising it that 
they had sold their bonds to the corporation 
(trustor). A few small bondholders finally 
appeared and informed the trustee that they 
believed the corporation (trustor) which 
owned the property securing the bonds had 
purchased a large number of bonds, but had 
refused to purchase any more. 


take action without any 


cases, 


In the meantime, the trustee got in touch 
with the owner and learned that it had pur- 
chased approximately 76 per cent of the 
outstanding bonds, and proposed to do noth- 
ing further. In other words, the owner did 
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not intend to pay anything to the holders of 
the remaining 24 per cent of the bonds, and 
believed they would be unable to take any 
effective action to prevent the owner from 
enjoying the full income from the property 
indefinitely. "The owner was relying on the 
provisions in the trust indenture which de- 
nies to individual bondholders any indepen- 
dent right of action. The owner did not be- 
lieve the trustee would take any action un- 
less the holders of 25 per cent of the bonds 
requested it. This request, of course, could 
never be made. Under these circumstances, 
what action, if any, should the trustee take? 


Giving the Trustee Discretionary Powers 

to Act 

Assuming that the trust indenture gave 
the trustee discretionary powers to act, it 
could declare a default without the request 
of the holders of 25 per cent in amount of 
the outstanding bonds, and proceed with the 
foreclosure sale. It is very unlikely, how- 
ever, that the minority bondholders would 
be in a position to protect themselves at such 
a sale. They might, possibly, interest an out- 
side purchaser, willing and able to bid an 
amount sufficient to protect them, but if they 
failed in this effort, they would be at the 
merey of the corporation, which would be in 
a position to bid the property in at a very 
low price. 

The trustee could suggest to the individual 
minority bondholders, the possibility of their 
instituting foreclosure proceedings through 
court action. This, of course, assumes that 
a court of equity would, under the circum- 
stances, grant the relief sought, in the face 
of the provision which seems to prevent any 
action by less than 25 per cent in amount of 
the bonholders. If court action were insti- 
tuted, the trustee would probably be relieved 
of any further responsibility, but in this 
case, as in the first method suggested, the 
minority bondholders would find it difficult 
to protect themselves at such foreclosure 
sale. 

Taking Immediate Possession of Trust Estate 

From a practical standpoint, however, the 
minority bondholders would, perhaps, derive 
the greatest benefit if the trustee were ‘to 
take immediate possession of the trust es- 
tate, a right usually given to trustees after 
default. If the corporation (trustor) were 
deprived of the income from the property, it 
is altogether probable that such corporation 
would at least become active in attempting 
to work out a plan of reorganization which 
would ultimately result in some profit to the 
minority bondholders. Trustees are, how 


ever, usually very reluctant to take posses- 
sion of trust estates and are not required to 
do so in ordinary cases unless requested by 
the requisite percentage of bondholders, and 
then only when properly indemnified. How- 
ever, it would seem that the situation herein 
presented almost requires the trustee to take 
some affirmative action along this line, and 
at least attempt to preserve the trust estate 
and conserve such income as may be avail- 
able. We are here discussing obligations 
which are, more or moral, and if the 
minority bondholders had been afforded the 
same opportunity to sell their bonds as that 
accepted by the majority of the other bond- 
holders, the situation would have been en- 
tirely different and the trustee’s obligation 
would not have been the same. 


less, 


A few months ago, a trust officer told me 
of a problem that confronted him which also 
involved the matter of possession of the trust 
estate pending foreclosure. In this case, the 
owner of a large hotel property. which se- 
cured an issue of bonds, requested the trus- 
tee, Shortly after default in the payment of 
interest, to take possession of the hotel. The 
owner, required that some definite 
commitment be made to him, insuring that 
the hotel furnishings, which were not in- 
cluded as part of the security for the bonds, 
would be purchased by the bondholders at a 
definite price. The owner threatened to im- 
mediately close the hotel and remove the 
furnishings if this were not done. Definite 
action was requested before any opportunity 
was afforded to organize the bondholders. 
The trustee had no express authority to pur- 
chase the furnishings, although ample au- 
thority was contained in the trust indenture 
to permit the trustee to operate the hotel. 
The trust officer realized that the value of 
the hotel would be greatly depreciated if it 
were vacated and abandoned. He was aware 
of the fact, however, that the operation of a 
hotel is not always profitable, particularly 
in these times. Under these circumstances, 
he felt that it would not be proper for him 
to take possession of the hotel, purchase the 
furniture, and then perhaps operate at a 


loss. 


however, 


Bondholders Protective Agreements 

We have discussed situations where the 
trustee was requested to take some sort of 
immediate action before the bondholders 
were organized. In the usual case, however, 
the first contact the trust officer has with 
the bondholders, after default, is with the 
attorney representing a proposed bondhold- 
ers protective committee. In former times, 
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Some Men Can't Rest 


Chained to their desks in old age, striving to 
recoup losses, they must LABOR to build an estate. 
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it was the almost universal custom for un- 
derwriters and distributors to act as mem- 
bers of bondholders committees, unde” the 
terms of bondholders protective agreements. 
This is still the practice in a majority of 
cases. Recently, however. in some cases the 
committee is made up entirely of bondhold- 
Where this occurs, an additional bur- 
den is placed on the trustee. Bondholders 
are not naturally qualified to serve in that 
capacity except in rare instances, and often 
a painful educational must be un- 
dergone before any progress can be made. 


ers. 


process 


There is also a tendency among bondhold- 
ers who act as committee men, although usu- 
ally subconscious, to consider any action of 
the committee in the light of its effect on 
their own personal investment, rather than 
from the standpoint of the bondholders as a 
whole. The temptation is also presented for 
committee men to speculate in bonds of the 
issue. On the other hand, bondholders fre- 
quently prefer to have some of their own 
number represent them. If the bondholders, 
acting as committee men, have been fortu- 
nate in the selection of an attorney, satis- 
factory progress can usually be made. Bond- 
holders committees need advice and business 
guidance, as well as legal counsel, and if all 


But other old men are resting 
now, living on their life insur- 


ance investments. 


Che Prudential 


Insurance Company of America 
Epwarb D. DurFFIiELp, President 


Home Office: Newark, New Jersey 


of these attributes can be combined in one 
man, no unusual problems will rest upon the 
trustee. 

Bondholders committees. for many years, 
served without compensation in the vast ma- 
jority of Recently, however, there 
has been a growing tendency to compensate 
members of the committee. If competent 
men can be obtained through the payment of 
compensation, it is probably advisable to 
make such provision. A great deal of resist- 
ance will be encountered, however, in pro- 
curing the deposit of bonds where provisions 
are inserted in the agreement, under which 
committee men may profit individually. 

We are familiar with the provision often 
found in protective agreements which ex- 
pressly states that members of a committee 
may be pecuniarily interested in the subject 
matter of their trust. This provision was 
originally designed, perhaps, to meet a situa- 
tion where an investment banking house 
would be permitted to finance the reorgani- 
zation, resulting in some profit to itself, even 
though one of its partners was a member of 
the protective committee. The provision, 
however, was interpreted by many bondhold- 
ers as a sort of trick clause whereby a com- 
mittee man might unduly profit personally 


cases. 
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at the expense of the bondholders. Elimina- 
tion of this provision has, therefore, been 
made in many instances recently, because of 
the objection of bondholders and also, per- 
haps, because investment banking 
have not, in late years, participated to any 
great extent in financing reorganizations. In 
view of the hesitancy on the part of bond- 
holders to deposit where provisions of this 
character are included in protective agree- 
ments, it is advisable that careful considera- 
tion be given to the necessity for such provi- 
sions before including them. 


houses 


Giving Power to Bondholders Committee 

We have witnessed in recent years, a 
growing tendency on the part of the public 
to lose faith in our financial leaders. This 
lack of faith is applied by bondholders, in 
many instances, to members of bondholders 
committees. Bondholders frequently 
plain that 


com- 
too much power is given to the 
committee. They are afraid that there is 
hidden somewhere in the lengthy printed 
documents, insidious provisions designed to 
deny to them some substantial right. On the 
other hand, it has always been recognized 
by men experienced in reorganization work, 
that if a committee is to function at all, it 
must be given full and complete powers. 
And where, in order to alleviate the fears 
of bondholders, limited powers have been 
given to the committee, it is usually found 
in the end that the committee will have to 
ask the bondholders, time and again, for 
additional powers, in order to accomplish 
any beneficial results. Perhaps the better 
way to produce the maximum benefit for ail, 
reserve to the bondholders the right 
to approve any final plan of reorganization, 
under conditions wherein the bondholders 
are given the right to withdraw their bonds 
in the event they do not approve of the plan. 
This usually encourages a maximum deposit. 


is to 


No matter what provisions are contained 
in a protective agreement, however, a great 


many bondholders expect the trustee to pro- 
tect their interests and, more or less, super- 


vise the activities of the committee. Even 
where committees are fully authorized to 
receive the proceeds of the deposited bonds 
upon sale of the bonds, either as a result 
of foreclosure or otherwise, the bondholders 
expect the trustee to see to it that they actu- 
ally receive such proceeds. The trustee can 
usually arrange for a proper distribution of 
proceeds by taking instructions of the com- 
mittee to make distribution direct to the 
bondholders. 
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Trustee as Depositary 

Particularly can the trustee attend to 
such distribution where it acts also as de- 
positary. Some trust companies feel that they 
should not act as depositary for the issue 
of which they are trustee. A depositary, as 
such, has no power to influence the action of 
the committee, and yet bondholders fre- 
quently deposit their bonds on the strength 
of their faith in the depositary. If: the de- 
positary insists upon a committee personnel, 
consisting of responsible and reliable men, 
little embarrassment will be occasioned by 
this misunderstanding on the part of bond- 
holders. 

There are many advantages, however, re- 
sulting from the same trust company acting 
in both capacities. For instance: A dupli- 
cate examination of bonds on questions of 
title may be avoided where the trust 
pany performs this function while acting as 
depositary—that is to say, such matters as 
the sufficiency of court orders or trust pow- 
ers where bonds are held in estates or trusts. 
It is also more convenient for the bondhold- 
ers to acquire, and the depositary to furnish, 
information concerning the status of fore- 
closure proceedings. The objection that the 
trustee is acting in a dual capacity is no veal 


com- 


objection, provided no conflict of interests is 
involved. In this particular, it should not be 
difficult for a trustee to act impartially 
towards the bondholders _committee and 
those bondholders not represented by the 
committee. 


Independent Counsel for Trustee 

The trustee during the 
course of the foreclosure proceedings under 
a bond issue, and usually prefers to select 
an attorney who is not representing any 
other interested party. The trustee has a 
clear right to employ counsel of his own 
choosing, but it frequently happens that the 
trustee will be urged to employ the attorney 
who is representing the bondholders com- 
mittee, in order to save expense to the bond- 
holders. The trustee, ordinarily, has no objec- 
tion to this method from the standpoint of 
legal qualifications of the attorney, as most 
attorneys who represent bondholders 
mittees are fully competent to advise trustees 
as to their duties. These attorneys sincerely 
believe that they can act impartially in ad- 
vising both the trustee and the bondholders 
committee. It is difficult to however, 
how such an attorney can be a very force- 
ful advoeate of the rights of both parties 
when situations such as the following arise: 


requires counsel 


com- 


see, 
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The trustee in possession of a trust estate 
is usually authorized to use operating in- 
come to pay operating expenses. It is fre- 
quently necessary to determine just what is 
included within the term “operating ex- 
penses” or other similar language which may 
be used in trust indentures. It is ordinarily 
in the interests of the bondholders commit- 
tee which, in a large majority of cases, be- 
comes the future owner of a trust estate, 
to maintain the property in a high state of 
efficiency, and this absorbs most of the oper- 
ating income. On the other hand, the non- 
depositing bondholders share in whatever net 
operating income remains in the hands of the 
trustee at the time of the 
and the more money spent 
though 
the less 


foreclosure sale, 
before the sale, 
beneficial to the trust estate, 
money will be left for the non- 
assenting bondholders. The trustee must act 
impartially and 
pendent counsel, 


even 


needs the advice of inde- 

Another situation also illustrates the need 
for independent counsel. The bondholders 
committee always desires to make a very 
small bid at the trustee’s sale in order to 
reduce the cost of acquisition of the trust 
The trustee, on the other hand, is 
under the duty of selling the property at the 
highest price obtainable. 


estate. 


The trustee’s coun- 
sel will be of little help in such a case if he 
happens to also represent the committee. 

More important to the trustee, perhaps, are 
questions relating to indemnity. That is to 
say, the more protection given to the trustee 
by way of indemnity, the harder the burden 
on the bondholders committee, as it is the 
committee which, of necessity, must furnish 
such indemnity. When the trust officer seeks 
legal advice, with respect to his need for 
indemnity, he would not consult the attorney 
who is representing the committee. 

Still another instance of apparent conflict 
arises. If one attorney performs services for 
both the trustee and the bondholders com- 
mittee, it will be beneficial to the committee 
if a large portion of the fee for such dual 
services be charged to the trust estate, and 
a small portion of the fee to the bondholders 
committee, thus causing the non-depositing 
bondholders to bear a larger share of the 
The trust officer needs advice from 
independent counsel. 


costs, 


Some bondholders committees believe, how- 
ever, that the very existence of these ap- 
parent conflicts of interest furnishes the 
reason for the employment of a single at- 
torney to represent both the trustee and the 
committee. Such an attorney, it is urged, is 
familiar with the problems of both the trus- 
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“ONE OF AMERICA’S 
70 LARGEST BANKS” 


Trust Department 


In a commanding posi- 
tion to handle corporate 
and personal fiduciary 
service in the Northwest. 
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tee and the committee and may be able to 
arrive at a solution eminently fair to both 
sides. 

The experiences of the last few years have, 
however, only served to strengthen the con- 
victions held by most trustees, that it is a 
mistake to yield to the wishes of the bond- 
holders committees in this respect. 


Possession of Trust Estate Pending 
Foreclosure Sale 

Perhaps the first occasion when the trus- 
tee, in certain cases, will be asked to employ 
the committee’s counsel as counsel for the 
trustee, will be when the committee requests 
the trustee to take possession of the trust 
estate, and immediately an embarrassing sit- 
uation is presented. Trustees have never been 
enthusiastically aggressive in taking posses- 
sion of trust estates pending foreclosure 
sales, for the reason that they have always 
recognized the responsibilities and liabilities 
involved therein. No serious hardship has 
been suffered by bondholders as a result of 
this policy in the past, as it has usually 
been possible for bondholders to arrange for 
refinancing and thus bring about a foreclo- 
sure sale without great delay. 

The situation is entirely different during 
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these times, however, and we are all familiar 
with instances where bondholders have been 
unable to bring about a foreclosure sale 
because they are unable to finance such 
proceedings and may, in all likelihood, be 
forced to wait for an indefinite period before 
this can be done. In the meantime, unless 
the trustee is in possession of the trust es- 
tate, preserving that estate and conserving 
such income as may be available, 
loss will result to the bondholders. 
these circumstances, it is becoming increas- 
ingly necessary for trustees. re gardless of 
their natural reluctance, to act in the mat- 
ter of possession. 


serious 
Under 


Trust indentures ordinarily provide for in- 
demnity to the trustee before the duty de- 
volves upon the trustee to act, but when it 
comes to furnishing such indemnity, the 
trustee has learned that bondholders are 
either unable or unwilling to furnish indem- 
nity considered entirely Satisfactory to the 
trustee, Usually the bondholders have noth- 
ing but their bonds and, as the trustee ordi- 
narily has a lien on the trust estate, no ad- 
ditional Security of any consequence is ob- 
tained by procuring a pledge of the bonds. 
Ilowever, as this is all that is available in 
most trustee is 
Sity of accepting it 
the operation 
estate. 


cases, the under the neces- 
and going forward With 


and management of the trust 


When Remedies Rest with Trust Officer 

An additional problem is presented. how- 
ever, when possession is refused by the oc- 
cupant. It is sometimes 
bondholders to obtain a 
sreat many 
one authorized 
ceiver. 


for the 
receiver, but’ in a 
only 
to take action for such re- 


possible 


cases the trustee is the 


Even when a receiver has been ap- 
pointed, the bondholders ordinarily 


sirous of 


are de- 
terminating the receivership and 
transferring trustee, in 
order to save expense in connection with the 
operation and management of the 
tate. 


possession to the 


trust es- 
It sometimes develops that the prop- 
erty securing the 
ata 


bonds cannot be operated 
profit and when this Situation occurs, 
the trustee is confronted with a real problem. 
If the trustee continues to operate at a loss. 
it is subjected to criticism, not to mention 
the financial involved. If the trustee 
terminates the possession, it certainly does 
not terminate criticism from the bondholders, 
It, therefore, necessary for the 
trustee to actively assist the bondholders in 
working out their Situation, so that the 
foreclosure sale can be had and the prop- 


loss 


becomes 
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erty turned over to the purchaser at such 
sale. 

In a recent case, the’ trustee. through a 
very efficient trust officer, was able to save 
a sinking ‘ship in the Shape of a rapidly de- 
preciating trust estate. The bondholders were 
hopelessly disorganized. The trustee was in 
of the property, but was begin- 
ning to suffer a loss from operations. No 
purchaser could be found for the property 
in its deplorable state. The building was 
badly in need of repairs which could not be 
made from operating revenue. No bond- 
holder, or group of them, was Willing to 
advance any funds for any purpose. 


possession 


The trust officer was, however, generously 
endowed with resourcefulness and business 
judgment and undertook to remedy the situa- 


tion in this fashion: He first contacted a 
responsible hotel broker—the trust estate 
was a hotel—who was able to interest a 


for a five 
The trust 
had no au- 


hotel operator in leasing the hotel 
year period on Satisfactory terms. 
officer realized that the trustee 
thority to enter into a lease for such a 
length of time, but he recognized the value 
to the property of such a tenant. 

The trust officer then called a meeting of 
the bondholders and Succeeded in assembling 
persons representing over 90 per cent of 
the outstanding bonds. The entire situation 
confronting the bondholders was then re- 
viewed, with the result that the bondholders 
were of the unanimous opinion that the 
lease should be made. The trust officer then 
informed those present of his lack of au- 
thority to enter into the lease, but suggested 
that if all factions would unite, a foreclo- 
Sure sale could be quickly accomplished, and 
the lease entered into with the bondholders 
after they had bid in the hotel at the sale. 
This was done, in the face of the fact that 
no amount of persuasion on the part of the 
bondholders committee had hitherto 
ceeded in inducing enough bondholders to 
unite for any purpose, 


Suc- 


It may be Suggested that the trustee 
should not be expected to assume such extra 
duties as are involved in the instance out- 
lined here. It is, perhaps, true that no legal 
obligation exists the refor. It was never eon- 
templated that a trustee would be ealled 
upon to perform functions outside the scope 
of his legal duties. But a trust officer today 


realizes that he is sometimes the only one 
who can lead the bondholders out of the 
wilderness, and even if unusual risks are 


thereby assumed, the trustee is, I believe, 
under the necessity of assisting bondholders 
to clear up these unfortunate situations, 
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NEW YORK PUBLIC SCHOOL No. 1 
William Smith, Master 


For a great many years the only Madison Street in May 1806, with 
schools in New York were those of = ~ William Smith as the pioneer teach- 
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“COME-BACK” FOR REAL ESTATE MORTGAGES 


APPLYING IMPORTANT LESSONS DERIVED FROM RECENT 
EXPERIENCES 


EDGAR A. CRAIG 
Treasurer, Dorchester Savings Bank of Boston, Mass. 


(Epiror’s Note: 
painful readjustment. 


The real estate mortgage situation is just now one of travail and 
Nevertheless and despite abnormal decline in values and problems 


arising from prolonged depression, causing defaults and foreclosures, the experiences of the 
past three years demonstrate that morlgage loans have not only proven dependable as invest- 
ments but are bound to regain more normal values with the return of normal conditions. 
Mr. Craig sounds a note which should be encouraging, especially to large institutional 
investors in mortgage securities including institutional investors such as savings banks. 
trust companies and life insurance companies.) 


E are facing today a situation un- 

paralleled with reference to one of 

the most important and far-reaching 
forms of investment in our whole financial 
structure, the mortgage loan on real estate. 
No one who believes in the American form of 
government will for a minute question the 
desirability and urgent need for a prudent 
and reasonable investment of accumulated 
funds in order that our citizens may own 
their homes or that industrial development 
may go on. For over a century many of our 
banking and trust institutions have very 
wisely followed this type of investment, not 
only with a profit to themselves, but also in 
so doing have played an important part in 
the building up of community after commu- 
nity where now we find the most desirable 
and substantial type of American citizenship. 


Large Stake in Mortgage Investments 

In a depression such as we have passed 
through—and I am confident we have reached 
a turn in the road—our financial institutions 
and other mortgage investors find themselves 
face to face with many problems to be solved 
in order that the real estate mortgage as an 
investment may come out of this crisis with- 
out losing any of its prestige and continue 
to be an important item in the investment 
portfolios of our banks, trust companies and 
insurance companies, as well as individual 
investors. 

Probably no banks in any section of the 
country are more keenly interested in the 
real estate mortgage situation than those of 
Massachusetts. It is almost one hundred 


years, now, since the Legislature of Massa- 
chusetts first authorized its savings banks to 
invest a substantial portion of their funds 
in real estate mortgages, and as the re- 
sources of savings banks and other conserva- 
tive organizations in that state have grown 
With the increase in general wealth, their 


-holdings of mortgages have climbed upward 


to a very large total. From the bank Com- 
missioner’s office of the state I find that our 
savings banks had $1,230,521,192 invested in 
real estate mortgages on the last day of Oc- 
tober, 1932, and that our cooperative banks— 
a type of organization known to most of you 
as building and loan or savings and loan as- 
sociations—had $438,447,035 invested in real 
estate mortgages on the same date. Without 
including at all the substantial investments 
of life insurance companies, trust companies 
and individual trustees and wealthy individ- 
uals in real estate mortgages in our state. 
here we have a total of more than $1,650.- 
000.000 of mortgage investment.. 


Lessons Learned from Mortgage Experience 

If I were to list under three heads some 
of the more important lessons we have 
learned, I think there would be, first, that 
mortgages on the whole are a very depen- 
dable investment; second, that we should 
not permit our mortgage loans to remain per- 
manent over a long period of years: and 
third, that banks or other institutions invest- 
ing heavily in mortgages should have some 
central organization where mortgages can 
be borrowed against or rediscounted readily 
in times of emergency. 
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As to the dependable character of mort- 
gages, I do not intend to present any sta- 
tistics. One of the most inspiring experiences 
of any bank man has been the splendid way 
in which by far the majority of borrowers 
have kept up their payments of interest and 
taxes and even of principal during these 
three years. 

Of course defaults have increased in num- 
ber, and so, necessarily, have foreclosures. 
Of course there have been some borrowers 
who have been compelled by circumstances 
to slip up on their payments, and a few, 
very few, who have not put up as much of a 
fight to keep up payments as they might have 
done. 3ut in the main, there has been a 
disposition among borrowers, to grit their 
teeth, to sacrifice something else, if sacrifice 
were needed, to place the burdens proving 
too heavy for one pair of shoulders upon the 
broader shoulders of the entire family, and to 
save the home by keeping up the promised 
payments, I question whether or not the 
record of any other type of borrower in this 
country, except Uncle Sam himself, has been 
kept cleaner than’ that of the borrower who 
has pledged his home under a mortgage. 


Requiring Steady Reduction of Principal 

A mortgage loan, like any other obligation, 
should be liquidated by payments periodically 
on the principal. For years the practice in 
my state, at least, among savings banks and 
most other lenders, except cooperative banks, 
has been to write each mortgage for a period 
of three or five years and not to require any 
reduction of the principal of the debt during 
that period. We have figured that the prop- 
erty can hardly depreciate enough to threaten 
the mortgage before three or five years. 
Then, we can require some reduction of the 
mortgage at that time if this is desirable. 

Moreover, we have often found that the 
home buyer needs his money to reduce a sec- 
ond mortgage, and he could not bear the bur- 


den of steady reductions of principal of two 
mortgages at once. 

We have learned, however, in the heat of 
the depression, that we ought more generally, 
require steady reduction of the principal of 
the mortgage even if only by modest pay- 
ments on the principal. A multitude of con- 
siderations argue for this course. Property 
values have shown pretty clearly that they 
ean shrink heavily even in the course of a 
single year, because of overbuilding, or wide- 
spread unemployment,, or rapid changes in 
the character of a neighborhood. We have 
also discovered that upkeep of property will 
be neglected and taxes and interest allowed 
to get in arrears, while payments are kept 
up on automobiles or second mortgages or 
almost no end of installment purchases, when 
the installment collector is sufficiently per- 
sistent, The wise course is that the borrower 
shall be taught from the start to regard his 
mortgage as a present obligation and not 
something that can be quite forgotten until 
its maturity three or five years hence. 


Facilities for Borrowing or Rediscount 

The third lesson we have learned from 
this depression is a need for some place 
where savings banks and similar organiza- 
tions can borrow against mortgages or re- 
discount them promptly. Dependable as real 
estate mortgages are, in the light of our re- 
cent experience, they are not liquid. We 
cannot rush over to some other broker and 
sell them quickly if we wish to pay off a 
good many depositors within a brief period, 
nor can we ask the bank, where we carry our 
eash reserve to lend to us against mortgages. 
With 50 per cent or more of our deposits in 
mortgages, we must create some machinery 
for converting them into cash promptly. 

I suppose that if the unwritten history of 
this depression can ever be written, a very 
interesting page will be that telling how va- 
rious banks raised cash at one time or an- 
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other against mortgages. I have known a 
number of instances of savings banks in New 
Kngland and adjoining states, which hap- 
pened to be well supplied with cash them- 
selves, and have on that account greatly as- 
sisted some other bank by buying part of its 
mortgages when it happened to have need for 
considerable amounts of cash rather q. .ckly. 
These instances have shown that with all 
the eagerness of competition which exists 
among banks, there is a good deal of the co- 
operative spirit among them. For my own 
part, I am inclined to think, however, that 
more extensive machinery than this is de- 
sirable. 

It may be interesting to know that my own 
state, Massachusetts, has created a central 
fund for its savings banks and another for 
its cooperative banks for meeting just such 
problems as these. The Bank Commissioner 
himself, devised the plan and the Governor 
threw all of his prestige behind it. so that 
when the savings banks and cooperative 
banks went to the Legislature to ask for the 
necessary law, this was very promptly en- 
acted. 


Taxes, Repairs and Interest Rates 

The increased tax burden has played an 
important contributing factor in the mort- 
gage situation of today. In many of our 
municipalities the lavish expenditure of 
money, the waste in governmental operations, 
the building up of municipal personnel, the 
failure to get a fair return for every dollar 
of publie money expended, has resulted in 
higher and higher taxes, most of which are 
levied on real estate. until today, we find it 
is bearing too large a share of the cost of 
state and municipal government, 

One of the most important elements enter- 
ing into a mortgage loan, other than the pay- 
ment of interest and taxes, is the matter of 
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repairs. In many cases, keeping the property 
in proper repair is far more important thin 
a payment on the principal of the mortgage 
loan. Foreclosure is almost sure to follow 
neglect and obsolescence. Property in good 
repair is seldom foreclosed. Neglected prop- 
erty, badly in need of repairs, will depreciate 
values of a whole neighborhood and usuaily 
result in a foreclosure. 

The matter of interest rates has received a 
great deal of publicity especially during the 
past year. Most loaning institutions, have in 
many cases reduced the rate on mortgage 
loans where conditions and circumstances 
would seem to warrant such a_ reduction. 
There are some institutions where a whole- 
sale or horizontal cut in all interest rates has 
been applied. 

Considering the nature of a mortgage loan, 
which at best is a slow asset, usually pay- 
able in the future, and running for years in 
most cases, it should, as a general proposi- 
tion, bear a higher rate of interest than col- 
lateral which has a daily market value or a 
properly secured loan which is payable on 
demand. It is not the interest rate on first 
class mortgages that breaks the camel’s back, 
but rather a combination of hard luck, exces- 
sive taxes, lack of employment and many 
other things which affect the financial condi- 
tion of thousands of home owners and real 
estate investors, over which, in many in- 
stances, they have no control. We appre- 
ciate and realize as never before, that an 
honest, interested owner in possession of a 
parcel of real estate, is one of our best assets. 


Future of Real Estate Situation 

The future of the real estate situation 
looks bright in spite of what we are going 
through at the present time. Good real es- 
tate in common with good bonds and other 
good securities has been selling below its 
true and sound value, Therefore, whether 
an abnormal market sends prices of real es- 
tate high above its true value or ridiculously 
below its true value, we all realize, full well, 
that normal times will bring back normal 
prices, and with them the true and sound 
value of real estate. 

It is my belief that in the days to come it 
will be the duty of the bankers or other mort- 
gage investors to see that overbuilding shall 
not be permitted to imperil the safety or the 
soundness of our mortgage loans in any city 
or town in the United States. It is well to 
bear in mind that there has never been over- 
building without financial ; assistance from 
banking or other loaning agencies. 
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FAST — but sure! 


Like a streak of light, Teletypewriter Service transmits 
the typewritten word across the miles. Typing by wire 
assures utmost accuracy too — the receiving teletype- 
writer reproduces exactly what the sender types. 


All types of business find Teletypewriter Exchange Ser- 
vice an ideal means of contacting . . . it has the distinct 
advantage of permitting subscribers to typewrite back and 
forth on the same connection. Doremus & Company, an 
international advertising agency with many offices, finds 
it of great value for speedy and accurate dispatching of 
publicity and advertising copy to distant branches. 


This service makes possible closer coordina- 
tion of many nation-wide industries. Call your 
telephone business office for particulars. 
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SOUND MONEY VERSUS INFLATION AS ESSENTIAL TO 
BUSINESS RECOVERY 


HAZARDS ATTENDING DEPARTURE FROM GOLD STANDARD 


FRED I. KENT 
Controller of Foreign Exchange of the Federal Reserve Bank of New York 


(Epitror’s Note: 


Ur. Kent is regarded as one of the country’s foremost authorities 


on foreign exchange and monetary matters. His outspoken views as to the essentials of main- 
taining a sound and stable unit of monetary value derive unusual interest because of the 
inflationary program of the present Administration, including the abrogation of the gold 
clause in both public and private obligations, and the efforts to be made at the World Economic 
Conference in London to stabilize currencies and thus remove the most serious handicap to 
international and domestic trade.) 


HAT is sound money? Sounc money 

is a measure of commodities in some- 

thing in which the people have con- 
tinuing confidence that in itself is fixed and 
constant in quantity in the nominal measure, 
that carries within it such elasticity as to 
outstanding amounts as will satisfactorily 
meet the business requirements of the na- 
tion in their normal rise and fall, that pro- 
vides a coiling to its powers of expansioa 
that will stop an ascending curve of acceler- 
ated business activity with the least possible 
harm, that will contract sufficiently to re- 
duce the tax of carrying it during a descend 
ing curve of business and that will expand 
sufficiently from the lower part of the curve 
to make possible the rebuilding of the busi- 
structure when deflation has reached 
a normal low. 

The reserve gold standard in the United 
States is such a money and will continue to 
be just as long as it is not tampered with 
and the quantity of gold in the unit of meas- 
ure remains the same. The moment that un- 
certainty arises as to this one fixed element 
in a money a flight from the money develops. 
This flight may take one of two forms, eith- 
er investment in things directly or indirectly, 
or a transfer into foreign monies. The pres- 
sure of flight from a money is so great that 
no country, through any laws or regulations, 
has ever been able to prevent it entirely when 
the urge has developed. 


ness 


Fallacy of Changing Gold Content 
The thought that changes in the gold 
content in a money would regulate prices is 
fallacious in principle and a menace if put 


into effect. If more wheat is produced than 
is desired the price of wheat would go down 
relatively regardless of any change in the 
gold content of the dollar and the opposite 
effect would take place if the demand ex- 
ceeded the supply. The same condition would 
be true of each and every other commodity 
and the dispersion of prices would continue. 
On the other side the actual change in money 
value would affect everything quoted in it 
equally and the harm done would be with- 
out equivalent benefit in readjusting unfor- 
tunate spreads in prices between individual 
commodities, say those that are agricultural! 
and those that are industrial. 


FRED I. KENT 


Controller of Foreign Exchange of the Federal Reserve 
Bank of New York 
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An element of great uncertainty, however, 
would be introduced into trading and into 
the making of loans that would be too com- 
plicated to be comprehensible even to the 
most astute mathematician if the one and 
only fixed point in a sound money and the 
and only fixed point that is possible 
when prices must be determined by supply 
and demand, and supply and demand repre- 
sent the exercised activities of men in a 
kaleidoscopic world, is destroyed. The fixed 
upon which every individual unknow- 
ingly leans in carrying on his every business 
operation would be eliminated and economic 
chaos would take its place. 


one 


base 


Positive and Certain Injury 
When the gold content of a 
following a 


is beyond 


money has 
been changed national catastro- 
phe that control and the people 
realize that the new quantity of gold is de- 
termined upon as the national monetary unit 
and made absolute, the harm may not be as 
great, provided such catastrophe represents 
some character of destruction following war. 
When, however, the hardships of a depres- 
sion lead to an impatience which demands 
relief through depletion of the gold content 
of the national unit with its positive and 
certain injury to an important part of the 
population, it carries within it a shadow of 
dishonesty and destroys the integrity of the 
monetary unit. <Any attempt to humanly 
measure such a change in a monetary unit 
with the hope of finding a common denomi- 
nator of fairness to a population would be 
futile. 

If the thought were sound it would “mean 
an attempt to fix a point at which the losses 
and gains of those affected would represent 
some fair division of the burden. But as loans 
are made every day by all classes of indi- 
viduals in varying amounts that run with 
varying times to maturity, there is no math- 
ematical nor even instinctive way to move 
back to any particular point in an ascending 
or descending curve of business and be jus- 


tified in accepting it as representing a com- 
modity price index value that would measure 


the moment of the average of outstanding 
obligations. Again how can there be fair- 
ness in deliberately causing losses to some 
of the people and others even if 
the average did represent an exact division. 


gains to 


If it were possible, however, to find such 
a point in the curve of business progression, 
its selection would not carry fairness nor if 
it were recognized as being the common de- 
nominator point could it be done without 
destroying the integrity of the national 
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money. Why should the wage earner, the 
salary earner, the man who has intelligently 
saved from his income to invest for his fu- 
ture welfare and that of his family, or to 
accumulate savings accounts or insurance 
protection for the same purpose, be penalized 
because who made unfortunate loans 
succeed through agitators in making a spe- 
cious plea for unfair relief? It is the bor- 
rower who undertakes a contract to pay and 
it is therefore the duty of the borrower to 
measure his ability to pay from every point 
of view assumes the obligation. 
When an individual borrows during an ac- 
celerated price movement in order that he 
may buy land which he hopes to sell at a 
profit, or stocks which he hopes to sell at a 
protit, or commodities which he hopes to sell 
at a profit, or businesses or structures which 
he hopes to sell at a profit before the break 
he has. no right to ask for relief except to 
carry him over an emergency that may have 
destroy his ability to 


those 


before he 


so developed as to 
meet his obligation. 


Unfairness to Borrower and Legitimate 
Business 

Borrowing for ordinary business purposes 
including the manufacture and sale of goods, 
probably altogether as to time 
something under 90 days. Where 
periods are involved and in many cases where 
the time is short, that is under 90 days, busi- 
ness operations are so carried on as to en- 
able that offer protection from 
changes in commodity prices that may take 
effect during the period. It is essential to 
the borrower for purposes to be 
operating under a sound money for other- 
wise there is added to his normal risk un- 
certainties over which he has no control that 
make any business superhazardous. Oper- 
ating in an unsound money for legitimate 
business purposes becomes increasingly dil- 
ficult as time moves on and the protection 
offered by hedging becomes too expensive or 
even impossible if there is no fixed value in 
a monetary unit such as that represented by 
the amount of gold in a dollar from which 
to measure transactions. 

The inevitable movement of 
from any questions of dispersion due to the 
changing psychology of a people is ordinari- 
ly a sufficiently slow process to allow indus- 
try to carry on with a profit even if prices 
are falling provided the operators measure 
daily the of business events and 
consider constantly the motion and relative 
position of commodity prices. No business 
ean be properly run without such considera- 
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tion and it is impossible to visualize any sys- 
tem that might be devised by men that would 
enable engaged in carrying on the 
world’s commerce and industry to 
without the application of intelligence. 

If we are looking for a fool proof business 
system we certainly cannot expect to find it 
by freeing our monetary system from all au- 
tomatic restraint such as is contained in a 
fixed quantity amount of gold in the dollar 
and let it float around in the atmosphere 
subject to the buffetings of the cross cur- 
rents of the varying mentalities of men who 
might be in and of the _ political 
forces that are ever in evidence. The fluctu- 
ations in a sound money that are due to the 
positive effects of supply and demand that 
in turn, in so far as a general movement 
of all commodities are concerned, are usually 
determined by the mass psychology of the 
people, do not act to prevent the development 
of industry and commerce even though they 
may temporarily curtail or accelerate trade. 
Witness for instance the large f 


those 
do so 


control 


number of 
business organizations which have a history 
of profitable endeavor that extends over peri- 
ods of both prosperity and depression for 
generations back. The principal difficulties 
that arise from such fluctuations in prices 
are made by those who speculate and who 
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buy land, buildings. businesses. stocks or 
who make any other character of investment 
on a margin basis. The urge to carry out 
such operations seems to be greater when the 
business cycle is approaching its high point 
and when the danger is greatest. 

But are we justified in brushing aside the 
one fixed point upon which all industry and 
trade, whether domestic or foreign, depends 
for its ability to operate intelligently for the 
purpose of trying to protect the speculator 
borrowed high on the upeurve, either 
with the hope of letting go to someone else 
before the break, or because he was foolishly 
intrigued with the idea that he was living 
in a new era? 


Unjustified Criticism of the Gold Standard 

The constant criticism of the gold stand- 
ard that has been carried on in most every 
country in the last two years is merely an 
effort to lift from the shoulders of men 
the mistakes which they have made and 
shift them upon an inanimate thing. The 
absurdity of such attempts can be shown 
il many ways but very few references to 
the facts ought to satisfy any one truly in- 
terested in understanding the situation. 

In 1929 the central banks of the world 
held in round figures $10,800,000,000 of gold. 


who 
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This amount of gold proved to be a sufficient 
reserve to provide for a tremendous trade 
and the great expansion of credit that the 
business and financial operations of the 
time required. In 1933 the amount of gold 
held by the central banks of the world, again 
in round figures, was $11,900,000,000 and it 
has been estimated that the trade of the 
world, internal and external, is considerably 
under 50 per cent of that which prevailed 
in 1929. 

How ¢an pressure from a supposed lack in 
quantity of gold to meet our present needs 
be rightfully claimed when the total amount 
of gold has increased by 10 per cent and 
the total amount of trade carried out by 
money transactions has decreased over 50 
per cent and at the same time that total in- 
ternational trade and commerce has decreas- 
ed 60 per cent’ Statements have been made 
that hoarding has taken up the slack, but 
the gold figures represent gold actually in 
the central banks in addition to any that 
might have been hoarded. Again, if the 
people will engage in hoarding it is this act 
of men that causes the friction and not any 
question as to what constitutes the number 
of grains of gold in a dollar. 


Maldistribution of Gold and What It Meants 

We also hear a great deal about the so- 
called maldistribution of gold. What does 
this mean? Only one thing—that those coun- 
tries which have too little gold to meet their 
needs have been buying more from other 
countries than they could pay for in goods 
If all the gold in the central 
banks was re-divided among all the nations 
in exact proportion as to the amount of pro- 
duction in each nation and the peoples of 
many countries continued buying from other 
nations more than they could pay for, the 
maldistribution of gold, which would have to 


or services. 
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be used to make up the differences against 
the debtor nations, would soon be in effect 
again. It is perfectly plain therefore that 
the maldistribution of gold has nothing to 
do with the situation but that the cause for 
such maldistribution, that is nations living 
beyond their means, is at fault. There is 
no way that nations can live beyond their 
means without approaching bankruptcy any 
more than is true with individuals, but the 
world does not seem to have found this out. 

What might have been a more normal 
movement of the business curve during the 
years immediately preceding 1929 and a nor- 
mal turn in 1929, if it had happened to come 
at the time which it did, was turned into a 
deep depression because of the methods un- 
dertaken by governments in Europe, both 
neutral and otherwise, following the war to 
protect the unemployed with the best of in- 
tent no doubt but with disastrous effects 
from which the world is suffering today. The 
unemployed were given buying power which 
was taken from the balance of the people 
instead of governments having acted to en- 
able the reconstruction of industry and the 
employment of men. The weight of this buy- 
ing power was evidenced in increased taxa- 
tion to which was added in governmental 
budgets other large sums for social services 
due to the demands for restless idle men, 
all of which acted to increase unemployment. 
At the same time while this false buying 
power was in existence it created an appar- 
ent stimulation of demand upon other na- 
tions for goods which the idle men could 
have produced. This false stimulation of 
industry in other countries, particularly in 
the United States, could only be carried. on 
while those who were reaping the supposed 
profits loaned them to the buying countries 
to pay for their imports and to enable the 
continuation of the unwise distribution of 
buying power. 

A seeming prosperity, honeycombed with 
unsound practices, was thereby built up dur- 
ing the years of 1919 to 1929 inelusive and 
the world had to reap what it had sown 
Governments, national, state and municipal, 
corporations and individuals were induced 
to over-borrow by this false stimulation and 
the excessive taxation created under high 
commodity prices became unbearable taxa- 
tion with lowering commodity prices. Today 
this taxation is continuing in spite of all 
the efforts that are being made to stop it 
and if it is carried too far progressive un- 
employment may easily develop from it. 
Again, if we in the United States should 
enter into any extended dole system we 
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undoubtedly fasten the depression 
the world for an indeterminate time. 


would 
upon 


Pitfalls of Inflation and Managed Currency 
Unfortunately in the United States the 
pressure of hardship has developed a demand 
for changes in our monetary system that our 
lawmakers cannot ignore. The fact that every 
attempt to carry on a managed currency has 
failed is not appreciated by the masses. The 
word “inflation” carries to every individua! 
a picture of a people, each and all of whom 
have plenty of money. It is a fascinating 
thought but it leaps into being without the 
preliminaries of figuring out how people 
are going to obtain all this money. There 
are just two ways in which it can be ob- 
tained by the people: one is for them to earn 
it in which case the depression would be 
over and the other is to have it given to 
them in which case it must be paid for. 
The building up of industry so that it may 
be earned is the only safe and effective way 
to provide men with money. Inflation that 
means the distribution of gifts may carry a 
temporary stimulation to business, but it will 
be followed by the activity of the inevitable 
forces of destruction which have been the 
aftermath of all such attempts to meet finan- 
cial problems throughout history. The fact, 
however, that our lawmakers have had such 
an insistent and tremendous pressure put 
upon them to undertake inflation in some 
form or another has made it necessary for 
the protection of the people and the protec- 
tion of our lawmakers for the President of 
the United States to have full power to regu- 
late questions having to do with our money 
placed in his hands. Thus lodged with the 
President, who has several times declared 
himself as being in favor of sound money, 
this power can be held without exercise while 
opportunity is given for industry to proceed 
toward recovery and develop a momentum 
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that will result in general re-employment. 
By this process of legislation our people 
are protected from themselves as there is 
no question but that the agitation for infla- 
tion will grow less and less as recovery ad- 
and unemployment decreases until 
it will lose its force entirely. Then we may, 
find ourselves once more enjoying a normal 
life and still living under a sound money. 
In this lies the hope not only of our own 
people but of the world. 


vances 


Vast Powers Bestowed Upon the President 

No President in the history of our coun- 
try has ever gathered into his hands such 
vast powers. Some of these powers have po- 
tentialities for great good but many have 
potentialities for great harm. The powers 
for good were desired to aid in reconstruc- 
tion and those powers which if exercised at 
all or carelessly might bring disaster were 
required by the President in order to bring 
them within control and prevent a harrassed 
people from forcing its Congress to pass un- 
fortunate legislation that might be harmful 
for generations. 

The future only will determine how wise- 
ly those powers may have been utilized and 
in the meantime we must stand by the Presi- 
dent in our great emergency and give him 
the opportunity to make effective the pow- 
ers for good and hold inactive or nullify the 
powers for harm that have been placed with- 
in his care. 

fo ae of 

New life insurance for the month of May 
was the largest of the current year with 
total of $645,000,000 reported by forty-three 
insurance companies, having 81 per cent of 
combined business outstanding. 

Book valuation of the railroads of the 
United States is placed at $26,091,310,739 as 
of close of last year, according to the Inter- 
state Commerce Commission. 
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GUARDING AGAINST LOSS OR LAPSATION OF 
POTENTIAL PERSONAL TRUST BUSINESS 


SOME SIGNIFICENT FACTS DISCLOSED BY RECENT RESEARCH 


HAROLD J. CLARK 
Trust Officer, City National Bank and Trust Company of Chicago 


(Epiror’s Note: Equally, if not more important at this stage than the development of 
new personal trust business, ts the job of conserving desirable appointments now on the books 
of the trust department. For various reasons the figures show that the percentage of loss or 
lapsalion of personal trust business is now running abnormally high and the immediate 
problem of trust officials is to preserve contacts and to observe advanced methods of determining 
the value of appointments under will and insurance trusts as well as the cost of securing such 
business. Mr. Clark, in his paper at the recent A. I. B. convention, gives the results of some 


valuable research work in this connection.) 


ONTRARY to the general impression, 

there is a rapid turnover in personal 

trust business. In fact, it is much 
more frequent than would be imagined by 
persons not experienced in trust administra- 
tive work. It has been found that the aver- 
trust account, including all 
personal trusts, lasts ten years or 
of course, executor accounts usually remain 
on the books only a little over a year. 

The fees charged for the handling of per- 
sonal trusts are, generally speaking, so mod- 
erate that it ordinarily takes a trust institu- 
tion many years to build up a sufficient vol- 
ume of actual business to show a profit each 
year. Various surveys of the cost of ad- 
ministration of personal trust business by 
the American Bankers Association, and of 
the net profit to the trustee, show uniformly 
that appointments as executor and adminis- 
trator are by far the most profitable to the 
trust department from the standpoint of net 
fees. <A completely equipped trust depart- 
ment can handle a greatly increased volume 
of executor and administrator accounts with 
Slight additional expense, hence the natural 
desire of all persons connected with a trust 
company or banking institution having a 
trust department, is to secure a large volume 
of will appointments. 


age classes of 


less, and, 


Surveys as to Personal Trust Income 


Recent surveys of personal trust business 
have demonstrated that in the average run 
of new accounts only about 20 per cent in 
value will be of the nature which yields pres- 
ent income and 80 per cent consists of ap- 


trustee under 
especially in 


pointments as executor and 
will. This condition exists 
smaller communities where there is not so 
great a variety of trust business. Hence 
the importance of conservation work in this 
particular field. 

It is logical to assume that if there is a 
steady increase in the volume of potential 
business through appointments as executor 
or trustee under will, a few years will result 
in the maturity, annually, of a number of 
these accounts by the death of the testator. 
The greatest turnover in personal trust busi- 
ness is in the probate court accounts, and it 
is, therefore, necessary to have on the books 
an increasingly large number of will ap- 
pointments to take the place of the estates 
being settled and going off the books each 
year. We may fairly assume that if a hun- 
dred or more new will appointments are re- 
ceived each year an increasing number will 
mature annually. 


Importance of Conservation Work 

This general survey of the situation is giv- 
en to suggest the importance of conservation 
work in building up and increasing the earn- 
ings of the trust department. In these days 
when it is difficult, because of economic con- 
ditions, to secure a substantial volume of 
profitable living trusts and other present fee 
business, it is exceedingly important that 
every effort should be made to preserve the 
future or potential business of our trust 
department. 

Of course, the accounts now in progress of 
administration present a conservation prob- 
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lem, but this falls primarily within the scope 
of the administrative officer’s work. Need- 
less to say, the best way to sell trust busi- 
ness, and make it stay sold, is to give extra- 
ordinary service in existing accounts, and 
we all know that many worth while accounts 
are secured from beneficiaries of existing 
trusts who through direct contact have 
learned the advantages of having their prop- 
erty conserved through the trust arrange- 
ment. 


Determining Value of Will and Insurance 

I have made something of a study of the 
value of potential trust business, and the 
Chicago trust companies, through their new 
business representatives, have been cooper- 
ating in the working out of a scientific basis 
for determining the value to the trustee of 
will and insurance trust appointments, and 
the cost of securing such business. Hereto- 
fore it has been customary for trust institu- 
tions to arrange socalled campaigns for se- 
curing new wills and insurance trusts, and 
in these efforts too much attention has often 
been directed toward securing a large num- 
ber of appointments rather than toward 
getting substantial business with a reason- 
able probability of maturity at an early date. 


Trust Appointments 

I have had occasion to look over the rec- 
ords of the trust departments of some of the 
smaller institutions which have recently de- 
cided to give up their trust activities, and 
it has been discovered that in the case of 
many institutions, while their records indi- 
cated that they had more than one thou- 
sand will appointments, at the same time, 
their books showed that only one or two 
small estates were in the course of admin- 
istration—from which only very small fees 
were being collected. This would indicate 
that probably most of the new wills were 
those of comparatively young persons who 
had many years to live before their wills 
would be in the course of probate; or that 
many of the wills were brought in through 
high pressure methods, and that the testa- 
tors had later changed their minds and had 
either revoked the wills or made some other 
disposition of their property. 


Large Percentage of Revised Wills 

People are constantly revising their wills, 
especially in these days of rapidly changing 
property values. I am informed that a sur- 
vey was recently made of several hundred 
probate cases, which disclosed that 40 per 
cent of the makers of wills had revised their 
wills within one year of the date of death, 
and our own experience would indicate that 
certainly the percentage of wills now being 
revised is extraordinarily high. There is a 
tendency among people whose estates have 
shrunk to abandon the plans embodied in 
former wills and to make very brief wills 
leaving all of their property outright to an 
individual. The experienced trust man can 
point out to a testator methods by which a 
will may be redrawn so as to be properly 
administered regardless of the size of the 
estate, and thus preserve will appointments 
which might otherwise be lost to the insti- 
tution. 

Of course, the younger the testator whose 
will is secured, the greater is the chance 
of his making some change in his will. Many 
factors enter into this situation, including 
change of legal residence and changes in 
business connections. 


Lapsations of Potential Trust Business 

The Chicago trust companies engaged in 
studying the valuation of trust business de- 
termined at the outset that the age of the 
customer has a very important and measur- 
able relation to the present value of poten- 
tial business. It requires no demonstration 
to prove that on the average, wills of persons 
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over sixty are worth, to the trustee, a great 
deal more than wills of persons under thirty. 
In fact, it is possible to prove actuarially by 
discounting fees likely to be received many 
years hence, that in a large number of cases 
a will of a person sixty years of age is worth 
three times as much as that of a person 
thirty-eight years of age. The obvious les- 
son from this study is that we should concen- 
trate our efforts in securing and preserving 
the potential business of the older and more 
substantial trust prospects. 

A large trust company in a western city 
recently reviewed its record of will appoint- 
ments, and through a campaign of conseryva- 
tion made contacts with all the persons whom 
they could reach who had made wills naming 
the institution more than ten years before 
the date the survey was made. They found 
that only 10 per cent of these wills were 
still in effect. This indicates an alarming 
percentage of lapsation of potential busi- 
ness, and shows that a great deal of time 
and money may be expended in securing will 
appointments which is wasted through lack 
of systematic follow-up and conservation 
work. A sporadic campaign to secure new 
business for the trust department is ordi- 
narily of very little value, and only a sus- 


* 


tnined effort through new business organi- 
zation or an individual devoting a substan- 
tial part of his time to securing and conserv- 
ing new accounts will be of lasting advantage 
to an institution. 


Checking Up on Will and Trust Appointments 

I have recently made a survey of the wills 
in which our institution or one of its com- 
ponent trust companies has been named as 
executor or trustee. We have had repre- 
sentatives of our trust department call on 
these individuals and have classified our 
will records according to the date when 
tthe will appointment was treceived.  Al- 
though this conservation work has been 
going on for the last three months we have 
been unable to get in touch with many of 
the testators who made wills more than ten 
years ago, and we are, of course, handicapped 
in this effort by the incomplete records kept 
by some of the older institutions now rep- 
resented in our trust department. 

However, as the last ten years embraces 
practically the entire period during which 
trust companies have actively solicited new 
business, the records of these years are very 
significant, up to the present we have com- 
pleted a checkup of 500 wills appointing us 
as executor or trustee and made within the 
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last ten years. We find that out of this 
number 20 per cent have been revoked and 
SO per cent are still in effect. Going back 
from the year 1932, we find that during that 
year, out of 61 of the will appointments se- 
cured, 57 are still good and 4 have been re- 
1931 is: 110 checked, 
1930—100 checked, 
The total for the 
last three years is 270 wills checked, 240 
“good” and 30 This percentage 
works out more favorably than that of the 
10 year period, as, when we group the last 
three years together, we find that the per- 
centage for this period is SS per cent of the 


voked, the record for 
94. “good,” 16 revoked; 
90 “good,” 10 revoked. 


revoked. 


business “good,” and 12 per cent lost through 
changes in wills. 

Securing Wills of Persons of Mature Age 

This was made without reference 
to the ages of the testators, but during the 
last three years we our 
efforts on securing wills of persons of a ma- 
ture age, knowing that these wills are much 
less likely to be changed and are, of course, 
value to the trust depart- 
will probably mature 


study 


have concentrated 


of much greater 
ment in that they 
at a comparatively early date. 

During the seven years preceding 1950, 
we find that out of 230 wills checked 165 
are still in good standing and 65 have been 
revoked. ‘The percentage of those retained 
or called “good” being only GO per cent as 

with SS per cent “good” out of 
three years appointments and SO 
for the entire period of ten years. 


compared 
the last 
per cent 

These percentages of retention of will ap- 


pointments appear to be extraordinarily fa- 
yornble and may be explained in part by the 


fact that in our conservation work we have 
probably covered the best of the prospects 
among the first 500 wills checked. The per- 
centage of business retained from the 1000 
or more other wills which we will check is 
certnin to be substantially lower. If we 
find, upon a complete check of all will ap- 
pointments during the last ten years, that 50 
per cent are still good, I would be well sat- 
isfied. 

Changing Wills and Insurance Trusts 

There are many considerations which lead 
a person to change- his will or insurance 
trust, and in a large proportion of these 
cases, the trustee is not notified of the change 
which, 6f course, may involve the appoint- 
ment of another executor or trustee, or the 
elimination of trust provisions from a will. 

Even when the original wills are depos- 
ited with the trustee they do not have to 
be called for in order to be revoked, and it 


is a frequent experience of all large trust 
companies to receive notice of the death of 
one whose will is in the vaults, only to find 
that a later will appoints another executor. 

As we read in a series of clever advertise- 
ments “it is fun to be fooled—it is more fun 
to know.” It is, however, ro fun for the 
trust man interested in building profits for 
his institution to be fooled by losing worth 
while potential through 
hess in not keeping up contacts with valued 


business careless- 


customers. 


Meeting Objections to Trust Service 

Now, as to the methods by which this con- 
servation work may carried on: 
trust companies make a_ practice of 
writing a form letter from time to time to 
all persons on their will lists. and this prace- 
tice is better than nothing, 
personal call is, I believe. of 
value. Such interviews often 
jections to trust service on the part of tes 
tators or their families, which can be read- 
ily met. Changes in inheritance tax laws 
can be used as a basis to renew contacts with 
persons whose wills are lodged with us, and 
often result in the revision of a will, which 
is greatly to the advantage of the customer. 
If the customer is well served, the trust de 
partment is certain to reap the benefit in 
time, as a trust customer is very apt to pass 


be best 


Some 


but an oceéasional 
much 


disclose ob 


greater 


on to his friends and business associates any 
favorable impression gained as a result of 
extraordinary rendered through the 
trust department. 

In conclusion, | 
that conservation 
ment is an important 
relations work of the trustee. This 
servation work has great institutional value 
to the bank or trust company because of the 
highly personal character of the trust re- 
lation. In this connection. the president of 
the American Bankers Association. Francis 
H. Sisson, recently said in his address to 
the trust men in New York: 

“Advertising, personal representation, and 
public relations are the three great avenues 
through which trust institutions may offer 
their services to those who can use them. It 
is the problem of the trust institution to see 
that the average citizen has an informed 
opinion regarding trust service and some un- 
derstanding of what the trust institution 
does and why it does it.” 


service 


wish to make the point 
work of a trust depart- 
part of the public 
con- 
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IMPORTANT DECISIONS BY U. S. SUPREME COURT ON 
TAXABILITY OF TRUST INCOME FOR PAYMENT 
OF INSURANCE PREMIUMS 


FRANK C. McKINNEY 
Of the New York Bar 


HE terms “tax evasion” and “tax 
avoidance” have appeared constantiy 
in press comments and in discussions 

during the past few months. Tax evasion is 
an illegal act and may subject the evader 
to fines and imprisonment. Tax avoidance 
is an act within the law. The avoider may 
have to prove that his right not to be taxed 
falls within the provisions of the law. But 
he is not subject to fines or imprisonment, 
even if the courts decide that he has to pay 
the tax. 

On May 29th, the Supreme Court of the 
United States rendered two important deci- 
sions in cases where tax avoidance was the 
real issue. We refer to the Wells case and 
the DuPont case. Both of these Gases were 
appealed to the Supreme Court from the 
United States Circuit Court of Appeals, and 
the decisions of the United States Circuit 
Court of Appeals were referred to in the 
April issue of Trust COMPANIES Magazine. 
The Supreme Court has reversed the deci- 
sion in the Wells case and has affirmed the 
decision in the DuPont ease. 


Trust Income to Pay Premiums on Life 
Insurance Policies 


In 1932, Wells created five trust funds. He 


directed that the income from the trusts 
should be used to pay premiums on insur- 
ance policies taken out for the benefit of his 
children. The Commissioner of Internal Revy- 
enue decided that the trusts had been cre- 
ated for the purpose of avoiding taxes on 
income and assessed a deficiency tax. The 
Circuit Court of Appeals decided that Wells 
had divested himself of any benefits aceru- 
ing from the insurance policies; that he re- 
tained no control over the income, and was 
not subject to the tax. The court decided 
that it was preferable to permit such tax 
avoidance rather than to take away rights 
guaranteed by the Constitution. In 1924, 
Section 219 of the Revenue Act closed the 
door to the avoidance of income taxes by 
this plan. Construing the former law there- 
fore in favor of the taxpayer, the court de- 
cided in favor of Wells. 


arose in the DuPont 
DuPont executed in 1923 nine trust 
agreements for the benefit of his family. 
He transferred 32 policies insuring his life 
and certain shares of stock to the trustee. 
The trustee agreed to apply the income from 
the stock to the payment of the premiums 
on the insurance policies. The trusts were 
created for a term of three years. During 
this time they were irrevocable, and at the 
end of three years, the grantor had the op- 
tion to extend them for another term. The 
Commissioner of Internal Revenue treated 
the income from the ‘trusts for the years 
1924, 1925 and 1926 as taxable. It was con- 
tended, however, that this section did not 
apply where a grantor of an irrevocable life 
insurance trust has parted with all rights 
and benefits under the trusts prior to the 
act of 1924. But the Circuit Court of Ap- 
peals sustained the right of the Commission- 
er of Internal Revenue to assess the income 
tax. Whether the trusts were revocable or 
irrevocable, the income used to pay premi- 
ums on insurance policies on the taxpayers 
rights was held subject to income tax, al- 


9° 


thought the trusts were created in 1923. 


A similar situation 


case, 


Review of Authorities 

In a long decision analyzing the facts in 
the Wells case and likewise the facts in the 
DuPont case, the Supreme Court reviewed 
the various recent authorities and took the 
broad view that since the controversy was 
one as to the boundaries of legislative power, 
and must be dealt with in a large way, 
questions of due process and interpretation 
are not narrowly or pedantically in slavery 
to forms or phrases. “Taxation,” said the 
court, “is not so much concerned with the 
refinements of title as it is with the actual 
command over the property taxed—the ac- 
tual benefit for which the tax is paid. Re- 
finements of title are without controlling 
forces when a statute, unmistakable in mean- 
ing, is assailed by a taxpayer as overpass- 
ing the bounds of reason.” Basing its deci- 
sion upon broad principles rather than upon 
common law traditions and upon the neces- 
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sity of an efficient system of taxation and 
upon the right of the government to tax 
not only ownership, but any right or privi- 
lege that is a constituent of ownership, the 
court sustained the right of the government 
to levy an income tax in the Wells case and 
in the DuPont case. 


Substance of Ruling by Supreme Court 

Referring particularly to- insurance poli- 
cies and their nature and the methods em- 
ployed to avoid taxes by the use of insur- 
ance, the court, basing its statements on 
various authorities, had the following to 
Say: 

“With the aid of this analysis the path is 
cleared to a conclusion. Wells by the crea- 
tion of these trusts did more than devote his 
income to the benefits of relatives. He de- 
voted it at the same time to the preservation 
of his own contracts, to the protection of an 
interest which he wished to keep alive. The 
ends to be attained must be viewed in com 
bination. True he would have been at lib- 
erty, if the trusts had not been made, to 
put an end to his interest in the policies 
through non-payment of the premiums, to 
stamp the contracts out. The chance that 
economic changes might force him to that 


COMPANIES 


choice was a motive along with others, for 
the foundation of the trusts. In effect he 
said to the trustee that for the rest of his 
life he would dedicate a part of his income 
to the preservation of these contracts, se 
much did they mean for his peace of mind 
and happiness. Income permanently applied 
by the act of the taxpayer to the mainte- 
nance of contracts of insurance made in his 
name for the support of his dependents is 
income used for his benefit in such a sense 
and to such a degree that there is nothing 
arbitrary or tyrannical in taxing it as his. 

“Insurance for dependents is today in the 
thought of many a pressing social duty. Even 
if not a duty, it is a item in the 
family budget kept up often at the 
cost of painful sacrifice, and abandoned only 
under compulsion. Jt will be a vain 
effort argue to the 
age man that a trust created by a father to 
pay premiums on life policies for the use of 
sons and daughters is not a benefit to the 
one who will have to pay the premiums if 
Only by clos- 


COMMIT 
very 


dire 


at persuasion to aver- 


the policies are not to lapse. 
ing our minds to common modes of thought, 
to everyday realities, shall we find it in our 
power to form another judgment. The case 
is not helped by imagining exceptional con- 
ditions in which the advantage to the cere- 
ator of the trust would be slender or re- 
mote. By and large the purpose the trusts 
for the maintenance of policies is to make 
provision for dependents, or so at least the 
lawmakers might not unreasonably assume, 

“Trusts to give insurance to creditors are 
beneficial to the grantor by reducing his in- 
debtedness. Trusts for charities are express- 
ly excepted from of the tae. 
If other classes of life policies exist, they 
must be relatively few. The line of 
sion between the rational and the arbitarary 
in legislation is not to be drawn with an 
eye to remove possibilities. What the law 
looks for in establishing its standards is a 
probability or tendency of general validity. 
If this is attained the formula will serve, 
though imperfections here and 
there. The exceptional, if it arises, may have 
its special rule. Trusts for the preservation 
of policies of insurance involve a continuing 
exercise by the settler of a power to direct 
the application of the income along prede- 
termined channels. In this they are to be 
distinguished from trusts where the income 
of a fund, though payable to wife or kind, 
mau be expanded by the beneficiaries with- 
out restraint, may be given away or squan- 
dered, the founder of the trust doing noth- 
ing to impose his will upon the use. There 


the operation 


deci- 


there are 
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is no occasion at this time to mark the ap- 
plicable principle for those and other cases 

“The relation between the parties, the ten- 
dency of the transfer to give relief from 
obligations that are recognized as binding 
men and will be facts 
to be considered. We do not go in to their 
bearing now. Here the use to be made of 
the income of the trust was subject, from 
first to last, to the will of the grantor an- 
nounced at the beginning. A 
pense, which for millions of men and women 
has become a fired charge, as it doubtless 
was for Wells, an erpense which would have 
to be continued if he was to preserve a con- 
tract right, was to be met in a particular 
way. He might have created a blanket trust 
for the payment of all the items of his own 
and the family budget, classifying the pro- 
posed expenses by adequate dsecription. If 
the transaction had taken such a form, one 
can hardly doubt the validity of a legisla- 
tive declaration that applied 
should be deemed to be devoted to his use. 
Instead of shaping the transaction thus, he 
picked out of the total budget an item or 
class of items, the continuing his 
contracts of insurance, and created a source 


by normal women, 


particular exr- 


income so 


cost of 


of income to preserve them against lapse. 

play the despot in 
ordaining that trusts for such uses, if cre- 
ated in the future, shall be treated for the 
income of the 


“Congress does not 


purpose of taration as if the 
trust had been retained by the grantor, It 
does not play the despot in ordaining a like 
rule as to trusts created in the past, at all 
events when in so doing it does not cast the 
burden backward beyond the income of the 
current year.” 

the decision 
Four of the 
joined in a 
written by 


It is interesting to note that 
in the Wells case 
justices of the Supreme Court 
memorandum of disagreement 
Mr. Justice Sutherland. 


was close. 
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“Warehouse Receipts as Collateral’,is the 
title of a issued as a collaboration 
of the Committee on Banking Relations of 
the American Warehousemen’s Association 
With the Bank Management Commission of 
the American Bankers Association. 
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L. Z Turpin has been elected president of 
the Maury County Trust Company of Co- 
lumbia, Tenn., succeeding Col. J. A. Chap- 
man, resigned. 

Joseph M. Blake, attorney, has been elected 
president of the Central Savings Bank & 
Trust Company of Canton, O., succeeding the 
late Paul D. Rider. 


. 


\ 
A sign of 


sound trust 


Bank of America Trust Service 
is sound because it embraces the 
collective experience of many 


trained men. 


If you have any fiduciary busi- 
ness anywhere in California, call 
on Bank of America Trust Serv- 
ice. This will assure its handling 
in a manner bound to satisfy 


yourself and your client. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, 4 National Bank 

and Bank of America, a California State Dane 

are identical in ownership and management 
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OVERWHELMING SENTIMENT AMONG BANKERS AGAINST FEDERAL 
DEPOSIT INSURANCE PLAN 


In a recent address before the Illinois 
Bankers Association, Francis H. Sisson, pres- 
ident of the American Bankers Association 
and vice-president of the Guaranty Trust 
Company of New York, expressed the strong 
sentiment among American bankers which is 
opposed to the scheme of deposit insurance 
incorporated in the Glass banking bill passed 
at the last session of Congress. He said in 
part: 

“It is a matter of general regret among 
bankers that Senator Glass and the members 
of the Banking Committee have yielded to 
importunities and included a so-called insur- 
ance of deposits plan in the banking reform 
bill. There is so much good in the Glass 


Bill that its aims and most of its provisions 
support of 


have commanded the _ wide 
bankers. 

‘Bankers generally, however, cannot 
their endorsement to the deposit insurance 
proposal. It is not different in essential 
principles from the guaranty of deposits 
schemes that have been tried in eight west- 
ern states and invariably failed. The Eco- 
nomic Policy Commission of the American 
Bankers Association has just completed a 
searching re-study of the history and results 
of the guaranty plans and the simple facts 
of these cases put them beyond the pale of 
sound remedies for the banking problem. 

“If we could feel that the guaranty of de- 
posits theory would really add to sound 
banking, we would gladly endorse it. How- 
ever, we are in favor of reform methods for 
banking that really strengthen banking and 
therefore are just as heartily opposed to 
supposed reform measures that really weak- 
en it. The guaranty of deposits plans no- 
where gave the public real protection in their 
deposits, but to the contrary very seriously 
increased the hazards of being a depositor in 
a bank under the influences of the guaranty 
schemes. From no point of view, therefore, 
whether of the banker, the depositor, or the 
general public, do we believe there is any 
benefit in insurance of guaranty plans. 

“We believe that the strongest feature of 
the government program will be found in 
recognizing the joint responsibility of the 
public, of business and of government officials 
together with the bankers themselves in ¢re- 
ating the kind of banking the nation should 
have. Unless this unity of purpose is made 
a practical working fact that desired prog- 


give 


ress in banking reform cannot be achieved, 
for the bankers cannot go it alone. Past 
history shows that a large bulk of panking 
troubles have been caused by conditions and 
circumstances wholly beyond the control or 
responsibility of the bankers. This means 
that needed reforms do not lie solely within 
the banks. 

“The fundamental needs of banking reform 
are so obvious that they should not be ob- 
secured with palliatives of this character. 
Fewer banks, more adequately capitalized, 
better supervised and better managed, stand- 
ardization of laws and methods, greater and 
more intelligent cooperation between Govern- 
ment and banking. better understanding by 
the public of its joint responsibility in main- 
taining banking solvency and efficiency—these 
are the primary needs of banking reform 
which should be give first consideration and 
be the foundation of our banking system of 
the future. For such a system no guaranty 
of deposits would be necessary and the de- 
positors’ interests would be fully protected. 
No considerations of political expediency can 
warrant Congress in avoiding these essen- 
tial steps in reform by shifting the burden 
of an inadequate system upon the sound 
banks and taxing the stockholders and depos- 
itors of good banks to cover the errors and 
losses of the unsound. 


RESIDUARY OF INDESTRUCTIBLE 
NATIONAL WEALTH 
This nation still has its health. 
with the world. We still have our 
resources. Production costs have 
been reduced. Better management has been 
developed in all lines. A more general sym- 
pathy and understanding prevails. 

Money is being spent more judiciously than 
during the days of false prosperity—born of 
necessity perhaps, but making a better state 
of affairs for those practicing that virtue. 
Adversity has taught many painful lessons 
that may later prove of much value. 

There is confidence in America’s financial 
strength, both at home and abroad. It is 
true that we have lost much, from a material 
standpoint, but we have gained other things 
that equip us for the upward climb. A motto 
well worthy of adopting is this: “With All 
Thy Getting, Get Understanding.”—r- 
change. 


We are at 
peace 
natural 
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ESSENTIAL AND VOLUNTARY REFORMS IN BANKING 
PRACTICE AND OPERATION 


RESISTING UNFAIR CRITICISM AND ABUSE OF BANKS 


J. F. SULLIVAN, JR. 
Vice-president of the Crocker First National Bank of San Francisco, Cal. 


(Epitor’s Norte: 


While recognizing that some of the well-intenlioned and intelligent 


criticism against banking practices is justified, Mr. Sullivan takes a firm and outspoken 


position against unjust calumnies and indiscriminate abuse. 


It is precisely the type of 


courage and frankness which characterized Mr. Sullivan’s recent address as president of the 
California Bankers Association, which will do much to stimulate sound sentiment and public 
cooperation toward banking institutions. He also urges upon bankers a recognition of changes 
and reforms that will bring banking back to safe moorings and which derive their potency 
from voluntary effort rather than through legislative prescription.) 


HAT banking changes and reforms are 

needed is obvious and freely admitted ; 

that other reforms in business, in our 
monetary system and in our political rela- 
tions, both internal and international, are 
needed is even more obvious and doubtless 
more fundamental. 

It is my belief, however, that it is not 
necessary to wreck the machinery of busi- 
ness or of banking, or of politics in order 
to make required adjustments or to effect 
basic improvements. I maintain that on 
the whole, the individuals who constitute 
our depositors are not afraid to keep their 
funds in our banks. The evidence is all to 
the contrary, for if they lacked confidence in 
our banks, their deposits would not remain, 
nor would we have experienced the continu- 
ous and enormous growth in bank deposits 
that has taken place during the past twenty- 
five years. When depositors become unnerved 
and panic-stricken, and rush to take their 
money out of a bank while it is still avail- 
able, it is usually because they fea 
thing outside of the bank, that they fear each 
other, and that they lack confidence in the 
Stability of general conditions. 


some- 


Fundamental Banking Practice 

In this day and generation it has become 
general knowledge that banks derive 
chief income from interest and dividends on 
investments, and that it is 
banks to make such investments so that they 
will have income sufficient to defray operat- 
ing costs. It would be a reflection on the 


their 


necessary for 


intelligence of the American people to accept, 
without protest, the oft-repeated assertion 
that it was commonly believed that banks 
simply took funds deposited and held them 
intact until they were called for again. The 
mere fact that almost all bank receipts are 
in the form of checks that must be cleared 
and paid before they become solvent credits 


J. F. SULLIVAN, JR. 
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available for withdrawal ought to make this 
point clear and explicit. American people 
are thoroughly accustomed to the use of 
checks, and it is silly to imagine that they 
believe each bank can wave a Midas wand 
and instantly convert their checks, drafts 
and other negotiable instruments into gold 
or equivalent funds immediately available on 
demand. 

People know that banks must make invest- 
ments. They also know that these invest- 
ments must take the form of loans to indi- 
viduals, secured by collateral, or to business 
houses, or in bonds issued against municipal 
credits, or in bonds or mortgages upon some 
form of real property. They also know that 
any bank keeps on hand only a reasonable 
amount of ready cash, constituting a revolv- 
ing fund for convenience in making the rela- 
tively small number of cash transactions. 
The people are aware that current values 
have contracted to a greater or lesser degree 
in all commodities, in manufactured 
goods; in lands and buildings and leases: in 
railroad properties and all other forms of 
utilities; and finally, as a direct result of 
the abnormal delinquencies in tax payments, 
that the credit of their respective city, county 
and state governments has been more or less 
jeopardized. 


basie 


the cur- 


classes, 


Since all these changes reflect in 
rent prices of securities of various 
and since banks usually invest in such se- 
curities, it follows that the banks must have 
suffered a contraction in their asset valua- 
tions to a greater or lesser degree. Unques- 
tionably these factors have been chiefly re- 
sponsible for the closing of a large num- 
ber of banks in recent years, more so than 
any inherent faults in the banking system 
itself. 

Prudent bankers, seeing the way the wind 
was blowing, long ago sought safety for 
themselves and for their depositors in a 
policy of retrenchment; of liquidating their 
investment and reducing their outstanding 
loans in order to maintain larger and larger 
sums, in anticipation of abnormal demands 
for ready money; and also to conserve their 
asset valuation during the vicious cycle of 
deflation that spread in extent and violence 
every month, and almost every day for the 
past several years. 

For adopting such a program, dictated by 
ordinary common sense, we, as bankers, are 
now railed against for our conservatism ; 
whereas had we pursued a liberal and dan- 
gerous policy of over-loaning in times of 
stress, our banks would have folded up like 
cardboard houses and the ery of recrimina- 
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tion and lamentation would have been still 
louder and more vindictive. The fact is that 
the foundations of our banks are built upon 
our national economy, and it has been the 
shifting and settling of this basic strata that 
has created most of the difficulties now so 
readily and naively laid on our doorsteps. 


Combating Criticism and Abuse 

While frankly conceding the justice of 
some fair criticism directed against banks, 
banking practices and banking systems, this 
criticisms has developed into a veritable ti- 
rade of calumny, unreasoning in its violence, 
sweeping in its scope, and indiscriminate in 
its application. Some of this criticism has 
come from persons of excellent intentions 
but who have not always been adequately 
informed on the questions they have attempt- 
ed to Many of these critics are 
amenable to reason and when convinced of 
the fallacy of their position, are open to con- 
viction. Others, however, have taken an ar 
bitrary attitude, and, through their preju- 
dice, ignorance, or stubbornness, have done 
and continue to do great harm to banks and 
depositors and to the fundamental institu- 
tions of our country. Their motives are ap- 
parently selfish and their aims destructive. 


discuss. 


One of these self-appointed oracles has es- 
tablished himself on our California hills, 
from whence he issues his daily bulletins un- 
der the guise of innocent and humorous wise- 
eracks. These are published broadcast over 
the land, supposedly to amuse the people. 
Nothing is immune from his insidious c¢om- 
ments. No person or institution, business or 
political, is spared from his attacks, so long 
as he can sell his wares in the public mar- 
ket. And, in the meantime, the mutterings 
of this economic genius are offered as sound 
philosophy to a credulous public, while we 
stand by supine and and see our 
banks lampooned and crucified. I say to you 
fellow bankers we are holding to a foolish 
and costly policy in maintaining our dignity 
in silence. 


voiceless 


Many politicians have used this opportu- 
nity to cover their own shortcomings under 


a seathing criticism of the American bank- 
ers. Few of these politicians have placed 
any of the onus for the present situation on 
the stupendous increase in governmental 
costs which they have sanctioned during the 
last fifteen years. On the other hand, one of 
our much publicized New York Congressmen, 
in two articles appearing under his name in 
May issues of Liberty Magazine, says in so 
many words: “The bankers of this country 
are more to blame than any other group for 
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the present depression.” His reasoning, as 
expressed in this article, is entirely academic, 
and is unsupported by facts. He evidences 
a comprehension of a bank’s functions that 
would do credit to a child, but not to a ma- 
ture Congressman. 


Favorable Change in Public Sentiment 
Toward Banks 

To admit faults and accept the share of 
the blame justly due, is manly; honest criti- 
cism is welcome and constructive; unfair 
criticism is intolerable and ruthless. The tra- 
ditional attitude of bankers outwardly to 
ignore public censure will not meet the pres- 
ent situation nor solve the difficulties that 
confront us. We can and shall defend our 
position, shoulder our share of the responsi- 
bility, and continue to keep our banking 
houses in the best possible condition, but we 
shall not longer remain silent against the 
attacks of wanton publicists. 

The time has come to ¢all a stop to finger- 
pointing; no one class of people, no party, no 
section of the country is more to blame than 
another. All took part in the orgy that was 
ours during the late twenties. The builder 
overbuilt; the agriculturist over-planted; the 
politician over-spent; and the banker over- 
loaned; who is without blame? This is no 
time for idle retrospection. We have, I be- 
lieve, passed through the darkest hour and 
stand in the dawn of a new day for Ameri- 
can business. Let us accept it with a new 
spirit of unity and of mutual respect. 

In the weeks following the banking holi 
day, public sentiment towards banks has un- 
dergone a remarkable and significant change. 
There is now a better understanding of the 
dilemma in which banks were placed, to a 
great extent by circumstances over which 
they had little or no control. People are 
showing evidences of sensible discrimination, 
and instead of hot resentment against all 
banks because of a few notorious examples 
of bad faith and abuse of banking confidence 
and integrity in high places, they now ace- 
cord to most banks and bankers their trust, 
and believe in their good faith and 
dealing. 


honest 


Relations With the Public 

The field of public relations is extensive 
and scarcely touched so far as our profes- 
sion is concerned. We have relied upon im- 
plicit and uniform acceptance of our insti- 
tutions and of our policies. We have been 
too busy, or too dignified, or too reticent to 
talk about banking to the public; to reveal 
the intricate and _ delicate mechanism 
through which our country’s daily banking 
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operations are carried on. We have taken 
for granted their loyal support in periods 
of pressure and panic, and then have stood 
aghast when depositors did not respond as 
we fatuously expected. 

Men. do not follow unknown leaders, es- 
pecially in times of uncertainty, financial 
stringency and wild panic. Can we hon- 
estly say that we have won our depositors 
to our cause? That we have made real efforts 
to deserve and inspire that sincere loyalty 
we so greatly need and must have to operate 
banks? We cannot alter the record but we 
may take a page from the book of experi- 
ence and begin, without further delay, to 
know our depositors and to let them know 
us in very truth. 

Credit machinery may be devised and 
great corporations to administer these cred- 
its under approved regulations, may be set 
up: but unless they function as designed, 
and the facilities so provided are put into 
general use, they are crippled from the start 
and their purpose becomes merely a mag- 
nificent gesture. A case in point is the Re- 
construction Finance Corporation, so far as 
its relief through banking media is con- 
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supply the demand 
for emergency credits in a thousand com- 
munities, to relieve banks of the unusual 
pressure and so keep their liquid assets in 
reserve for further credit requirements, the 
Reconstruction Finance Corporation was de- 
signed to serve as an effective weapon 
against the depression. Then came the de- 
mand from a number of political junkers 
for the publication of all loans made by the 
Reconstruction Finance Corporation, and 
should a bank have dared to take advantage 
of this reservoir of credit for the benefit of 
its community, there developed a campaign 
of whispered innuendoes against that bank 
which, in many cases, projected runs and re- 
sulted in the closing of institutions, forced 
liquidations of securities in demoralized 
markets, bringing and ruin alike to 
stockholders and depositors of these banks. 

That improvements in the banking 
tem of state and country should be made is 
party of our program for better banking. 
Many fundamental changes are now in 
process of legislation, but most of these pro- 
posals have been the spawn of political agi- 
tators and not of banking leaders. We wel- 
come changes that will actually strengthen 


cerned. Proposing to 


loss 
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the banking system; that will safeguard ics 
solvency, assure its careful supervision and 
develop its efficient operation. Such changes 
should be made, however, after thorough 
and mature deliberation, and should supple- 
ment the emergency banking legislation has- 
tily enacted during the Banking Holiday. 

Membership in Federal Reserve and Unified 

Banking 

Membership privilege in the Federal Re- 
serve System has been availed of by a rela- 
tively small number of state chartered banks, 
and this fact has operated against the full- 
est development of the System, and the com- 
plete utilization of its potentialities. There 
is a growing insistence that the provisions 
of the Federal Reserve Act should be broad- 
ened so as to allow for admission to mem- 
bership of a large number of state banks 
not now members of the System. Situations 
that during the Banking Holidays 
showed the great undeveloped possibilities 
of the Federal Reserve System. 

Action of the Federal Government tends 
more and more toward unified banking in 
some workable form. Systems that ad- 
mirably served the needs of a past genera- 
tion, need remodeling to today’s require- 
ments. Forty-nine different sets of banking 
laws served well in the days of the Pony 
Express, but result in confusion in the swift 
movements of 1933. We need unified and sim- 
plified banking laws in the several states of 
the Union. To say that this can be accom- 
plished only by banks chartered by the 
Federal Government, and that all state char- 
tered banks must be converted into national 
banks, is going rather far, and beyond the 
immediate occasion; but 
you who read know that there are many who 
advocate exactly that procedure. Whether 
any state should or would surrender its sov- 
ereign right to license a form of corporate 
body operating within its jurisdiction, is a 
serious question that will instantly arise. 

I am convinced that some central control 
for issuing bank charters is necessary. The 
Federal Reserve Board is the logical body 
in which to such authority, and it 
would seem to be entirely practical and de- 
sirable that in the near future all bank char- 
ters, both state and national, should’ be 
granted only by and with the approval of 
the Federal Reserve Board, which would 
constitute the court of final authority in such 
applications. Both classes of banks now are 
members of the Federal Reserve System and 
joint supervisory powers already exist be- 
tween the banking authorities in every state 
and the district Federal Reserve banks. To 


arose 


necessities of the 


repose 
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invest the Federal Reserve Board with the 
final authority to charter any bank hereafter 
organized, would be a long step ahead 
towards a sounder and more’ responsive 
banking system. 

Nore: Mr. Sullivan further discusses de- 
sirable changes and improvements in bank- 
ing. As regards loaning policies he advocates 
that banks should not make against 
unlisted bank stocks. He regards the postal 
savings systems as a government invasion 
of banking and that it should be progressive- 
ly restricted as the banking situation is 
strengthened, Mr. Sullivan alse 
the problem of interest on deposits and giv- 
ing one type of deposits preference over an- 
other. He suggests as a remedy that all 
banks decline to accept any of u 
preferred or privileged class as a step toward 
conservative banking. In speaking of a sec- 
tion of the California Bank Act which pro- 
vides for automatic certification of certain 
bond issues as legal for investment of sav- 
ings, Mr. Sullivan 
and losses both to banks and investing pub- 
lic. He expressed the conviction that no bond 
issue should receive the certification that it 
is approved for investment of savings funds 
unless and until it conforms to certain 
standards that through have 
proved to be fundamentally sound and cit- 
ing such requirements. 


loans 


discusses 


deposits 


points to serious abuses 
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Dividend Policies and Reserve Funds 

Banks of our state have experienced year 
by year a constant and alarming lowering 
of their earnings and this has necessarily 
had its effect upon their reserve strength. 
In the face of declining profits, however, it 
is a matter of public record that the rate 
of dividends paid to shareholders has noi 
declined, and a situation has resulted where 
dividend disbursements have exceeded net 
earnings in a number of recent years and 
in the aggregate over the last ten years. I 
plead for a more conservative and defensible 
dividend policy and for the building up of 
large reserve funds, for the strengthening of 
our basic position to the point where it will 
be impregnable in times of financial emer- 
gencies. What merit is there in paying divi- 
dends in excess of earnings and then sud- 
denly to embarrass the shareholders with a 
notice of assessment on the capital? Surely 
a conservation of Capital funds is more to 
be desired and is an infinitely safer policy. 

I said that bank earnings have decreased 
greatly, even as our costs of doing business 
have increased greatly. Most of this in- 
creased cost of operating banks is directly 
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due to the payment of interest on deposits. 
We may bring about some adjustment of 
interest rates and the basis on which it is 
paid, but we shall never reduce interest pay- 
ments to the point where they were prior 
to 1918. The character of our deposits have 
changed, largely as a result of the competi- 
tion we ourselves have allowed to develop. 

Requirements of customers are radically 
different now than formerly, and today we 
service a thousand checking accounts where 
in former years we accepted only a few. We 
want to accommodate these customers on the 
scale and to the fullest extent they require, 
but we can only afford to do so if we con- 
duct this class of business on a sound basis; 
by which I mean at a fair margin of profit 
on each individual account. That status 
achieved, there need be no limitation to the 
amount of business done and we shall be 
providing our communities with proper 
banking facilities. 

We must balance our operating budgets 
and in so doing it may be necessary to de- 
velop some new sources of income. ‘These 
are the trends of the times and we must be 
on the alert to keep abreast of them. It is 
not a question today of courageously pio- 
neering in these matters, for the way has 
been blazed and cleared. 

fo fo af 

Walter A. Bickford has been named tem- 
porary treasurer of the Rochester Trust 
Company of Rochester, N. H., succeeding the 
late Ernest H. Trickey. 


Appraisal of the estate of the late Maude 


New York, daughter of 
Charles H. Leland, who was United States 
Consul at Montevideo under President Lin- 
coln, shows that nearly $1,000,000 of the es- 
tate is bestowed to charity and religious or- 
ganizations, 
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NEW PENNSYLVANIA LAW GOVERNING MORTGAGE OR SECURITIES 
POOLS FOR INVESTMENT OF TRUST FUNDS 


Pennsylvania among the first states 
where trust companies have adopted and pop- 
ularized the creation of mortgage pools with 
provision for participations for investment 
of trust funds. Experience of the past few 
years, while favorable to such mortgage 
pools as trust investments, have yielded cer- 
tain difficulties, particularly in the liquida- 
tion of such pools in the case of closed banks, 
notably the Bank of Pittsburgh, N. A. For 
reasons of greater definiteness and limitation 
in creation and conduct of such pools, the 
new Pennsylvania banking code contains an 
important amendment which may be of in- 
terest to trust officials generally and the text 
of which is as follows: 


was 


Section 1109: Mortgage or securities pools for 
investment of fiduciary funds. 

“A trust company or a bank and trust 
company in its trust department may estab- 
lish a pool or funds of bonds secured by 
mortgages or of other securities purchased 
solely with funds of estates held by it as 
fiduciary. All the bonds secured by mort- 
gages and all the securities which comprise 
such pool or fund shall be of the class au- 
thorized as legal investments for funds held 
by fiduciaries. The bank and trust company 
or the trust company shall apportion frac- 
tional undivided interests in such pool or 
fund to estates of which it is fiduciary in 
the proportions in which their funds were 
used to purchase the bonds secured by mort- 
gages or the securities which comprise such 


pool or fund. Interests in such pool or fund 
shall not be sold to any corporation or per- 
son but shall be held solely by the bank and 
trust company or the trust company as fidu- 
ciary and the equitable interest owned solely 
by the estates of which such bank and trust 
company, or such trust company is fiduciary. 
Interests in such pool or fund may be trans- 
ferred in distribution to any beneficiary and 
in order to make distribution may be sold by 
such bank and trust company or trust com- 
pany to another trust estate or estates of 
which it is fiduciary or by a bank and trust 
company to its commercial department which 
may in turn resell the same to another trust 
estate or estates of which it is fiduciary but 
not to any other corporation or person. 

“B. Such bank and trust company or such 
trust company shall designate clearly upon 
its record the names of the estates on behalf 
of which such bank and trust company or 
trust company as fiduciary owns a fractional 
undivided interest in such pool or fund and 
the extent of the interest of the estate there- 
in. No such estate shall be deemed to have 
individual ownership of any bond or other se- 
curity in such pool or fund but shall be 
deemed to have an undivided interest in the 
entire pool or fund. 

“The bank and trust company or the trust 
company may issue a certificate of partici- 
pation for every estate on behalf of which 
such bank and trust company or trust com- 
pany as fiduciary owns a fractional undivid- 
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ed interest in such pool or fund. Such cer- 
tificate shall state on its face that it 
sued without guarantee by the issuing bank 
and trust company or trust company of the 
payment of either principal or interest that 
it will be paid only when funds become avail- 
able out of the bonds secured by mortgages 
or out of the securities comprising the pool 
or fund. It shall also state any other im- 
portant condition covering such situation. 

“C. The bank and trust company or the 
trust company shall have the right at any 
time to substitute for any bond or other 
obligation secured by mortgage or for any 
securities in a pool or fund other bonds or 
obligations secured by mortgages or securities 
which meet all the requirements of this sec- 
tion and which have a value at least equal to 
the bond and mortgage or other security for 
which they were substituted. 

“PD. A bank and trust company or a trust 
company shall likewise have the power to 
create undivided interests in any single bond 
secured by a mortgage, or in any single se- 
curity to be apportioned among estates of 
which it is fiduciary in the proportion to 
which their funds were used to purchase 
such asset. The bank and trust company or 


is is- 


the trust company shall create and assign 
such interest and shall designate upon its 
records the names of the estate to which any 
such undivided interest shall have been ap- 
portioned and may issue participation cer- 
tificates therefor in the same manner under 
the same conditions and subject to the same 
limitations as are authorized or imposed by 
this section in the case of a pool or more 
than one bond secured by mortgages, or of 
more than one security. 

“E. This section shall not be construed 
to affect a pool or fund of bonds secured by 
mortgages or of securities created by a bank 
and trust company or a trust company prior 
to the effective date of this act.’’ 


BANK OF MANHATTAN COMPANY 
INCREASES RESERVES 

A recent statement of the Bank of the 
Manhattan Company to the New York Clear- 
ing House, shows that the sum of $5,000,000 
has been transferred from surplus account 
and added to special reserves. With this 
change effected the capital consists of $20,- 
000,000; surplus $25,000,000 and undivided 
profits of $6,931,700, 
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y most unporlant problem 
before the financial ee today ts 


PUBLIC RELATIONS 


* 


The 18th Annual Convention of the Financial 
Advertisers Association will be at The Waldorf- 
Astoria, New York, September 11, 12, 13, 14. 


Executive Committee 


H. A. LYON—Chairman 
Bankers Trust Company 


0. G. ALEXANDER 
Bank of the Manhattan Company 


FRANK G. BURROWS 
Irving Trust Company 


LEOPOLD A. CHAMBLISS 
Fidelity Union Trust Co., 
Newark, N. J. 


ARTHUR DeBEBIAN 
Chase National Bank 


JOHN DONOVAN 
Central Hanover Bank and 
Trust Company 


JACOB KUSHNER 
United States Trust Co., 
Paterson, N. J. 


TRACY PURSE 
The Purse Company 


ROBERT W. SPARKS 
Bowery Savings Bank 


FINANCIAL 





The General Program: The general program will endeavor to 
answer the question, “What is the best method of meeting our public 
relations problem today?” A group of prominent men, experienced 
in banking and public life, will speak. Acceptances have already 
been received from Francis H. Sisson, Colonel Allan M. Pope, John 
H. Puelicher, Bayard F. Pope and Henry Bruére. Others nationally 


known will be announced later. 


The Departmental Program: A constructive and helpful series of 
departmental discussions by executives will get down to brass tacks 


on ways and means of best accomplishing objectives. 
ee) 


Plan now to be at The Waldorf in September with other executives 
of your company. For information as to reservations and special 


rates, write to any member of the Executive Committee. 


ADVERTISERS ASSOCIATION 
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PLACING ALL COLLATERAL AND REAL ESTATE LOANS 
ON INSTALLMENT PAYMENT BASIS 


AVOIDING RECKLESS AND SPECULATIVE EXPANSION OF BANKING CREDIT 


J. C. LIPMAN 
Vice-president, Union Bank and Trust Company of Los Angeles, Cal. 


(Epriror’s Note: It is unquestionably true that speculative diversion of banking credit . 
into ill-secured collateral and real estate loans contributed materially to the severe financial 
and economic reactions from which this country has been suffering. Mr. Lipman stresses a 
most important lesson that has been derived from this experience, namely the wisdom and 
necessity of subjecting collateral and real estate loans to installment repayments based upon 


true earning power of the debtor and his ability to repay from savings. 


Mr. Lipman cites 


from the favorable results obtained by the institution with which he is associated in observing. 
a policy for many years when making loans to merchants and manufacturers as well as 
others in always requiring repayment in installments suitable to their particular needs at 


the time.) 


YSTEMATIC reductions of loans in 

times of prosperity tends to check un- 

sound credit expansion. Likewise, in 
times of prosperity, the reduction of loans 
tends to reduce considerably the pressure on 
debtors resulting from the downward trend 
of commodity prices during subsequent de- 
pression periods. It is, therefore, the obliga- 
tion and duty of banks to their customers and 
to themselves to endeavor to place all loans 
on an installment basis, particularly loans on 
real estate and others that are not of a strict- 
ly short term commercial nature. 


Monthly Papments on Collateral Loans 


Would we have been confronted with the 
break in conditions in October, 1929, and the 
continuing decline since then, had the bank- 
ers insisted on loans based on the ability to 
pay off through installment payments? Let us 
first consider the collateral loans which un- 
doubtedly make up a very substantial pro- 
portion of the frozen loans in commercial 
banks. Monthly payments would have called 
for careful budgeting on the part of the bor- 
rower. He would not have purchased more 
than he could comfortably pay off in a rea- 
sonable time. This practice would have lim- 
ited his liability and created a true saving 
through thrift. Then had a break in the 
market occurred after he had reduced his 
principal through regular payments, it would 
have been less difficult for him to maintain 
a proper banking margin on his loan, 

If this procedure had been followed na- 


tionally, there would have been fewer forced 
sales of collateral to aid the precipitous drop 
in market values. By the same token, it is 
proper to expect that with credit restricted 
in this manner to actual ability to pay, the 


J. C. LIPMAN 


Vice-president, Union Bank and Trust Company of 
Los Angeles, Cal. 
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oA COMPREHENSIVE PROGRAM overcoming the legal, 
administrative and accounting problems usually incident 
to the handling of small Trust Estates is now available. 


LIVING TRUST CLUBS 
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purchase of securities would have been so 
limited as to restrict unsound price rises. 
Corporations would not have found a market 
so anxious to absorb their inflated issues and 
their undue expansion would have’ been 
checked. Therefore, to carry the picture a 
step further, the investors, our depositors 
and borrowers would not find themselves 
holding . securities with little value, their 
worth dissipated, and their loans unpaid, 
awaiting a better day. 

Installment Payments on Real Estate Loans 

Now let us look at the real estate situa- 
tion. Let us consider the small home owner 
who is receiving so much Government at- 
tention at this time. His real estate loan has 
run for a fixed period of years and quite like- 
ly has been renewed or even increased. Dur- 
ing a period of prosperity, attended by spec- 
ulation and rising undoubtedly the 
small home owner's property would show an 
appreciation in appraisal value, thus making 
his equity appear greater and his loan more 
secure. Neither the mortgagee nor the debt- 
or had provided for any contingency at ma- 
turity and both therefore were unprepared 
should one arise. 

The unexpected has happened during the 
last few years and our small home owner 
now has been confronted with the request for 
a sizable reduction of principal to conform 
with the banking requirements of proper per- 
centage of loan against the value of the prop- 
erty. His situation is none too happy be- 
eause if he is out of work his small reserve 
of savings has been used for living expenses 
or if he is still employed his wages have un- 
doubtedly been reduced and frequently his 
outside capital has either been dissipated or 
frozen ‘in other investments. Therefore, to 
his detriment, and to ours, he is unable to 
adjust the loan and the bank has an un- 
satisfactory loan or another piece of real 
estate on its books. In either case the morale 
of our borrower has been ‘immeasurably 


costs, 


lowered, In the multiple dwelling the va- 
cancy situation and competitive low rents 
further disturb the situation. 

It is true that real estate loans were made 
by other institutions on an amortization plan 
over a long period of years. While I have 
not had the opportunity of obtaining infor- 
mation concerning these loans it is safe to 
assume that where the appraisals were con- 
servative and where the loans were not ex- 
cessive when made, the reductions in prin- 
ciple have been very comforting to the mort- 
gagors. The fact that a loan is made pay- 
able in installments should never influence 
us to grant heavier loans than we would or- 
dinarily consider. 

,ayments on loans would have encouraged 
thrift and prevented other speculations with 
the excess income. Just as in the case of 
the collateral loans there would have been 
less real estate speculation: prices would not 
have risen to such unreasonable heights and 
fewer properties would have been owned on 
thin equities. The final results of a consis- 
tent installment policy applied to real estate 
loans would have been that the number of 
foreclosures would be greatly reduced: that 
the values of real estate would remain more 
stable: and that the properties of the bor- 
rowers would either be mortgaged at a con- 
servative rate or entirely free from debt, 
making the owners happier and better citi- 
zens. 


Retirement of Agricultural and Corporate 
Indebtedness 

The much discussed debt-ridden farmer is 
an excellent illustration to use. His land and 
production facilities would never have been 
expanded so far if he had been forced to pay 
off his obligations from the proceeds of his 
production as he went along. While receiv- 
ing encouragement to acquire more land he 
increased his faciilties for production, there- 
by contributing to the very condition which 
caused the present reduction in farm prices. 
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Certainly, a more vigorous policy of debt re- 
duction in prosperous years would have min- 
imized the necessity for Government relief 
at this time as the reduction of debt would 
have offset to a considerable degree the de- 
cline in the value of production. At the 
same time such a policy would have acted 
as a brake against the expansion of produc- 
tion facilities which has been recognized as 
an important cause of the present demora- 
lized situation in agriculture. 
Another illustration of the 
installment loans on a large 
obtained from reference to the long time 
credits in the form of bonds of our great 
corporations, One of the principal criticisms 
of railroad managements has been that they 
seldom set up sinking funds to retire bonds, 
but relied upon refunding to pay off maturing 
obligations. A number of our important in- 
dustrial concerns, however, have set up sink- 
ing funds which are in effect the same 
installment payments. The majority of the 
corporations following this policy have 
weathered the storm and maintained impres- 
sive financial conditions in spite of declining 
prices for their products. Besides safeguard- 
ing both the borrower and the lender, in- 
stallment loans have the added advantage of 
creating steady flow of money back to banks. 


principle of 
scale may be 


as 


S3.AOnd GY FORKED 


The only medium 


through which the rulings, past or 
current, of the New York Stock 
Transfer Association are made 
available is The Stock Transfer 
Guide and Service. In addition 
to the rulings of the association 
this Service also shows, in In- 
stantly accessible form, just what 
documents, waivers, endorse- 


ments, etc., are necessary for the 
transfer of any security, regard- 
less of what state’s laws may be 
involved. Used by practically all 
leading transfer agents, and by 
estate, bank and trust company 
attorneys. Write for particulars. 


THE, CORPORATION TRUST COMPANY 
120 Broadway, New York, N. Y. 








NATIONWIDE CHECK-UP ON BUSINESS 
BY WIRE 


The tempo of mechanical cash registers in 
retail and other establishments serves as one 
of the most reliable indexes as to the tem- 
perature of general business and sales. It 
is therefore of interest to recite the results 
of a recent novel check-up on actual business 
conditions conducted by telephone wire by 
the National Cash Register Company of Day- 
ton, O., through its 194 sales agents. The 
information was one of the by-products of 
direct telephonic connection between L. H. 
Thompson, vice-president in charge of do- 
mestic sales of the National Cash Register 
Company, with the sales agents throughout 
the country to bring to a successful climax 
the May sales campaign and quota contest 
among its salesmen. Mr. Thompson talked 
over 153,190 miles of telephone wire and in 
addition to ascertaining and _ stimulating 
quotas asked each agent to report 
frankly on retail business in their respective 
territories. Not only was the sales campaign 
a complete success but the great majority 
of direct advices were to the effect that gen- 
eral business conditions in most of the 194 
sales districts were definitely better and con- 
tinuing to improve. 


sales 





OVERCOMING PROCRASTINATION AND DELAY IN CLOSING TRUST 
BUSINESS 


WILLIAM A. STARK 
Vice-president, The Fifth Third Union Trust Company of Cincinnati, Ohio 


First, just a word of warning. Do not at- 
tempt to overcome procrastination until you 
are cerain that it is the demon you have to 
combat. There are many other reasons why 
you are delayed in closing trust business, 
such as: Opposition of wife, antagonism of 
prospect’s lawyer, disapproval of your plan, 
lack of interest, and many others, These dif- 
ficulties must be met and conquered before 
you can say your prospect is guilty of pro- 
crastination. In other words, be careful not 
to use procrastination as an alibi for your 
failure to convince your prospect that he 
needs trust service. The foregoing does not 
mean that I belittle procrastination as an ob- 
stacle in the path of the trust representative, 
but rather that I feel that as an excuse it 
is badly overworked. 

Admitting then the disadvantages of real 
procrastination, what is the best method of 
getting around it? My answer is so simple 
as to be trite, and yet the history of all great 
teachers proves it to be correct. Stories 
true and imaginary have always been used 
to put across ideas, and an illustration of the 
results of the failure to arrange for the serv- 
ices of a trust company, when drawn from 
the actual lives of people known to the pros- 
pect, is most effective in producing action. 
In this connection, the ever-increasing dan- 
gers which threaten husband and wife jointly 
must not be forgotten. Every city and every 
month has its outstanding experience of this 
kind, and quite often the happening of these 
tragedies brings to our office prospects who 
are ready to act. In applying this method, 
several things must be brought to the pros- 
pect’s attention in a tactful way. He must 
be reminded that his plans, unless reduced 
to legal form, will not survive him, that, 
while his dependents can obtain the benefit 
of trust service after he is gone, they can 
seldom, if ever, provide that service in a way 
as beneficial as he can while living, and final- 
ly that irreparable damage may be done to 
his estate before trust service obtained after 
his death can become effective. 

Do not make the mistake of thinking that 


this method is best in all cases. Each trust 


prospect is an individual and must be treated 
as such, as one of his greatest fears is that 
his business will be just so much more grist 
for your mill. It is this need for individu- 
ality in approach which makes the method 
suggested so effective, as it can be put into 
a thousand forms. Study your prospect and 
carefully select the illustrative story 
appropriate to his personality, surroundings 


most 


and circumstances, 

TRUST COMPANY AS EXECUTOR OF 

HIBBEN ESTATE 

Probate of the will of Dr. John Grier Hib- 
ben, former president of Princeton Unniver- 
sity. who was killed last month in an auto- 
accident, revealed that he had_ be- 
queathed his estate to his wife, who was 
also named executor. Mrs. Hibben was also 
seriously injured in the automobile accident 
and died on the day that memorial services 
were being held at Princeton for Dr. Hibben. 
Prior to the death of Mrs. Hibben applica- 
tion was made to the Surrogate advising 
against calling upon her to act under the 
will and the court appointed the Princeton 
Bank & Trust Company to serve as executor. 


mobile 


MULDOON WILL NAMES TRUST 
COMPANY AS EXECUTOR 


The County Trust Company of White 
Plains, New York, is named as co-executor 
and co-trustee under the will of the late Wil- 
liam Muldoon, at one time heavyweight cham- 
pion of the world and former member of the 
New York State Athletic Commission, who 
died recently at Purchase, where he main- 
tained his famous health establishment. The 
residue of the estate, after payment of di- 
rect. bequests and charitable gifts, goes to 
the daughter of the testator who is 
named as executor and trustee. 


also 


Secretary 
issue of 


Announcement is made by 
Woodin that the latest Treasury 
$1,000,000,000 treasury notes and certificates, 
was oversubscribed more than five times. 
These new securities appear without the gold 
clause. 





SECURING ADEQUATE FEES FOR EFFICIENT TRUST 
SERVICE 


MINIMUM FEE SCHEDULES AND COST DETERMINATION 


ROBERT E. MACDOUGALL 
Assistant Trust Officer, Provident Trust Company of Philadelphia 


(Epiror’s Nore: Experiences of the past few years, especially as regards shrinkage of 
eslales and reduced income, has impressed upon trust officials the absolute need of conducting 
trust business upon a basis of reasonable and adequate compensation. Statistics are available 
revealing in many instances the small percentage of earnings and often the operation of trust 


departments at a loss. 


The reasons are to be found not in unwillingness of trust clients to 


pay reasonable charges, but to a variety of causes, such as inadequate statutory fees and 
court allowances, indiscriminate acceptance of business, lack of scientific cost determination 
and allocation of erpenses, etc. Mr. MacDougall submits formulas that are of timely interest.) 


N these days of mounting trust company 

costs and decreased principal and income 

commissions there is no more important 
phase of our business than that of securing 
adequate fees. Its importance is attested to 
by the fact that trust institutions of the 
country have recently expressed themselves 
on this question in sufficient numbers to in- 
dicate that hardly more than 5 per cent of 
them could operate as separate institutions. 
The problem, therefore, is not only one of 
securing proper rates, but concerns the very 
corporate fiduciaries, and the 
great trusts given in 


existence of 
perpetuation of the 
their care. 
We will 
parts— 


divide this discussicn into three 

I. Some of the reasons why trust fees have 
become inadequate today. 

II]. What we should do about it as a group. 

ITI. What we can do about it immediately 


in our individual institutions. 


Inadequate Schedules and Increasing Costs 

1. Many trust companies are still operat- 
ing under commission schedules adopted 
many years For example, the Ohio 
schedule was adopted in 1840. Similar con- 
ditions exist in other states. Pennsylvania 
has never had any definite fee schedule, 
“reasonable” compensation being fixed by the 
courts. Court allowances have remained 
practically the same for thirty years. The 
fault, in part at least, lies with the trust 
officials, who seem reluctant to inform the 
courts about the many additional duties re- 
quired of fiduciaries since 1913. 


ago. 


™n the last twenty years trust department 
expenses have more than doubled, due _ pri- 
marily to the requirements of State and Fed- 
eral Inheritance Taxes, the Gift Tax and 
particularly the Federal Income Tax. These 
services have compelled trust companies to 
compile voluminous records and to employ 
large technically trained staffs, at enormous 
expense. There are many other factors that 
have increased the cost of the trust business 
during the last few years. For example—in- 
creases in salaries, increased expense of man- 
aging real estate and mortgage investments, 
and the radical changes in types of securi- 
ties in which the public has invested its 
wealth, necessitating greater and more de- 
tailed supervision and more frequent anal- 
ysis of trust investments. 
A recent survey shows that today there 
are twice as many people employed per mil- 
lion of trusts as twenty-five years ago, and 
that costs are two and a half times as great. 
Trust unfortunately, have not kept 
pace with growing ccsts. We are all con- 
fronted with inadequate commissions quoted 
has since be- 
is a growing 

co-executors 


fees, 


business which 
come active. Moreover, there 
tendency to name _ individual 
and co-trustees because of the general lack 
of confidence in banks. We know that these 
joint appointments not only reduce the cor- 
porate fiduciary’s share of commission, but 
are more expensive to handle than the cases 
in which the trust company is named to act 
alone. Many trust companies, strangely 
enough, are hesitant to do anything about 


years ago on 
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The enlarged facilities, as provided in the new home 
of The Fifth Third Union Trust Co., are 
available in all fiduciary matters. 

WM. A. STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION TRUST co 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


the problem of fair fees, although they recog- 
nize they are poorly paid for present day 
services. 


Advantage of Adopting Schedule of 
Minimum Fees 

II. The banks and trust companies in New 
York, Chicago, Boston, Atlanta and St. Louis 
have had the courage to take the initiative 
and have met this problem by the adoption 
of and strict adherence to @ minimum sched- 
ule of adequate fees. The American Bank- 
ers Association, through its Committee on 
Costs and Charges, has prepared an excel- 
lent booklet entitled, “A Guide to Trust 
Fees with Recommended Cost Accounting 
System.” This is worthy of the study and 
thought of every trust official who is con- 
vinced that present trust fees are inadequate. 

The advantages of a schedule of minimum 
fees are obvious— 

1. If a fee schedule is adopted and strictly 
adhered to and the rates are fair (both to 
the public and the trust companies), there 
is little doubt that reasonable and more 
uniform profits for trust companies will re- 
sult. Experience has proved that these sched- 
ules can readily be revised to meet changed 
condiitons. 

2. Such a schedule eliminates the ruinous 
competition between banks offering sub- 
stantially the same service. We have all 
heard of the experience of two large mid- 
western banks which, under stress of com- 
petition with each other, cut their fees to 
absurd figures and later merged with all 
of this unprofitable business on the books. 
Ir Philadelphia we are hoping to correct 
the short-sighted policy of rate cutting. Re- 
cently one of our companies was approached 
by a man about 65 years of age, having an 
estate of approximately $60,000 and made 
up of about thirty-five items of stocks and 
bonds. The plan for the distribution of his 


estate was quite simple. The trust company 
quoted 5 per cent on income and 5 per cent 
on principal for acting as executor. The 
next trust company approached named 5 
per cent on income and 3 per cent on prin- 
cipal. The next named 2% per cent on in- 
come and 214 per cent on principal. Finally, 


the second trust company concerned secured 
the business on the absurd 
cent on income and 2 per cent on principal. 


basis of 2 per 


Sharing Fees with Individual Co-Fiduciaries 

3. Every minimum fee schedule should 
take care of a problem that is becoming in- 
creasingly important to corporate  fiduci- 
aries—namely, the sharing of fees with in- 
dividual co-executors and co-trustees. Due 
to our recent banking troubles, the public 
has come more and more to the view that 
trust company service must be supplemented 
by the appointment of individual co-fiduci 
aries. In many this is undoubtedly 
necessary, and unless trust companies reor- 
ganize their trust departments to give more 
evidence of their ability to take a human 
interest in clients, we shall invariably be 
faced with these joint appointments. 


cases 


Of course, many individual appointments 
are made with the thought of reducing trust 
company fees. This is particularly true in 
Pennsylvania, because our trust companies, 
in the absence of an agreement, must share 
their fees equally if acting with one individ- 
ual co-fiduciary, and if there are two, the 
trust company receives only one-third, unless 
it can prove unusual services. Recently in 
an estate of substantial size, our company 
went on the-.bond of a foreign individual co- 
executor and saved the bonding fee of $8,000. 
However, we will be entitled to a fee of only 
$2700 for our services, the same amount al- 
lowed each of the two individual co-execu- 
tors. At present they are insisting on an 
equal division of the fee, notwithstanding 
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the saving of the bond premium and the im- 
mense amount of work (bookkeeping and 
otherwise) required of our company. 

Many of the fee schedules in use through- 
out the country have not satisfactorily met 
the co-fiduciary problem. Some of them are 
silent on this important point and others are 
too liberal in sharing the commissions. The 
Chicago schedule and the A. B. A.’s recom- 
mended schedule meet the issue by stating 
very definitely that “the fees quoted are to 
be paid the corporate fiduciaries whether 
acting alone or in conjunction with an indi- 
vidual or individuals,” thus recognizing the 
fact that it costs the trust company at least 
as much to act with an individual as with- 
out one. In the absence of a fee schedule it 
is absolutely necessary for the trust company 
to secure commission agreements in advance 
in cases where they are called upon to act 
with individuals. It is unfortunate that this 
is true, because it means we must quote rates 
for services to be rendered, 30, 40 and 50 
years hence. Who can foretell what the cost 
of estate administration will be in 1970? If 
a fee schedule were adopted and changed as 
conditions warranted, it would not be neces- 
sary for fiduciaries to take the initiative in 
securing commission contracts in advance. 
It would mean that services rendered in 1970 
would be paid for at rates that should exist 
under 1970 conditions. 


Costs and Definite Steps to Secure 
Adequate Fees 

III. Whether or not a 
acting under a fee schedule, there are cer- 
tain steps that can be taken by our own 
institutions to secure adequate ‘trust fees 
today. 

1. Before trust fees (fair both to the 
trust company and the public) can be de- 
termined upon, it is obvious that ‘trust com- 
panies should know something about their 
costs. To my knowledge, no one has worked 
out a satisfactory cost accounting system 
applicable to each specific trust service. Good 
pioneer work has been done by the A. B,. A. 
and tthe Chicago Fiduciaries Association. 
With so many varying factors the problem 
seems almost insuperable. Some trust com- 
panies operate on the principle that if the 
entire business (banking, trust, bond, ete.) 
shows a profit, little concern need be felt 
about the adequacy of trust fees. Today, 
however, trust officers are being asked em- 
barrassing questions regarding the costs and 
net profits of their own departments. It 
behooves all of us who have not given some 
thought to the subject to take the initiative 
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and to attempt to meet these questions be- 
fore they arise. 

Many trust officers with whom I have 
talked feel that from 20 per cent to 30 per 
cent of the gross trust fees should be a 
reasonable profit. I see that the A. B. A., as 
a result of a country-wide research, has sug- 
gested a figure of 371% per cent. Many busi- 
ness men say a proper price is cost plus a 
fair profit. Others take the unsound view 
that a fair price is whatever the market will 
stand. Perhaps a better definition and one 
more in keeping with good practice is “a fair 
price is any price that will insure the con- 
tinuance of the service.” The type of service 
we render should not be determined by the 
selling price, but rather the selling price 
should be based upon the kind of service we 
plan to render. 

It is assumed that in the light of present 
conditions most trust ocmpanies are cutting 
their costs to the bone, without, however, 
unduly affecting the essential standards of 
the trust business. Many trust companies 
have grown so fast that their present plan of 
operation doubtless needs revision. ‘This 
means, among other things, eliminating many 
free services such as the safekeeping of se- 
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curities and the care of unproductive rea! 
estate on which compensation is seldom re- 
ceived. 


Fee Arrangements Subject to Review 

2. Another angle of approach to the prob- 
lem of securing adequate trust fees today is 
to review the fee arrangements on existing 
accounts, particularly agencies and revocable 
Deeds of Trust. This the Provident is doing 
with very satisfactory results. We plan, even 
in testamentary and irrevocable trusts, to 
lay the fact in appropriate cases before the 
beneficiaries and to request, but not insist 
upon, increased fees. The same plan we find 
can be applied profitably to the commissions 
quoted on wills and deeds of trust not yet 
active. Many of these are being revised 
today, due to depreciated estate values, so 
that the trust company can, with perfect 
propriety, name increased commissions. 

3. Another step in securing adequate fees 
today is to organize the members of the 
staff in the trust department to bring un- 
profitable accounts to the attention of those 
in charge, so that the commissions on these 
accounts may be reconsidered. We have also 
found it advisable in long term and perpet- 
ual trusts to name commissions for a definite 
period for five years, or for even as 
short a period as one year. For example— 
we took over a substantial charitable ac- 
count last year and named a fee of $1,200, 
with the privilege of suggesting a revised 
rate after we had had one year’s experience 
with the account. We found that through 
some totally unforeseen developments the 
account cost about $2,000 for the first year, 
so that we named a fee of $2,200 for the 
next year, with the privilege, however, of 
again reviewing the rate at the end of the 
second year. We estimate that our duties 
in the second year will be considerably 
lighter than those in the first. 


say 


A. H. S. POST, President 


Accepting or Rejecting Trust Business 

t. We should take steps to eliminate the 
indiscriminate quoting of fees within each 
institution. Unless the trust company has 
had the foresight to concentrate the quoting 
of commissions among a small group of of- 
ficers qualified by experience and natural 
ability, inadequate fees are likely to be 
quoted and the institution may be known as 
one naming various rates of Commission, de- 
pending upon which officer is aynproached and 
who does the approaching. The insistant 
bargain hunter should be required to pay 
the same rate as those who do not raise the 
question of Compensation, believing that we 
will make a reasonable charge. Even if a 
minimum fee schedule is adopted, the trust 
company is still faced with to act 
in difficult that it is important to 
have the fees named by those qualified to 
ferret out the facts and to name a 
that will adequately compensate the 
trust company. 


requests 


“ases, SO 


commis 
sion 


To this same group of men should be en- 
trusted the responsibility for accepting or 
rejecting business offered to the company. 
All incoming wills and deeds of trusts should 
be carefully examined by this group from 
the standpoint of practicability and desir- 
ability. There is, of course, business that 
trust companies must accept as a_ public 
duty or for the accommodation of their e¢li- 
ents. ‘This makes it all the more necessary 
to secure adequate commissions on the bulk 
of the business. However, there is alto- 
gether too ready an acceptance of mani- 
festly losing business by trust officers who 
do not have the courage to say “no.” Teo 
much emphasis is placed on volume and not 
enough on quality. While volume is a fac- 
tor, yet if built up with unprofitable busi 
ness this policy drives the trust department 
only deeper into red figures. 

The size of the estate seems to many trusi 
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officials to be the one important factor in 
naming trust fees. Little thought seems to 
be given to such important questions as the 
number and type of beneficiaries, as to 
whether the estate has majority interests in 
closed corporations, the character of the as- 
sets (particularly as to mortgages and real- 
estate) and to the provisions of the instru- 
ment under which the trust company is be- 
ing asked to act. It is important for the 
trust officer to have these facts before he 
quotes commissions or agrees to accept the 
business. There is a further advantage in 
discussing this with the prospect. In the 
first place, he is likely to be impressed with 
the thoroughness of the analysis. Secondly, 
it usually enables a trust officer to put his 
finger on a weak spot in the estate plan and 
to suggest a solution to the client’s prob- 
lem. Once the problem is recognized and a 
satisfactory solution offered, the question of 
commissions secondary in the cli- 
ent’s mind. 


becomes 


Trust Clients Willing to Pay Proper Fees 


One of our prospects 
commenced the interview with the usual 
question, “What will trust company service 
cost me?” We invariably postpone the an- 
swer to this question until we have secured 
the facts. In learned, among 
other things, that our prospect was consider- 
ably concerned that her husband 
a ne‘er-do-well) might take against the terms 
of her will and, since they had no children, 
take one-half of the which he 
would be entitled under Pennsylvania stat- 
utes. The simple suggestion of a deed of 
trust, with its protective features for the 
husband, made it possible for us to secure 
very satisfactory rates. Had we named the 
rates without knowing the problem or with- 
out having suggested a solution, the 
pect would not have been in nearly as re 
ceptive a frame of mind as she when 
we finally got down to the question of com- 
missions. 


A case in point. 


this case we 


(who was 


estate—to 


pros- 


Was 


One question that naturally must be con- 
sidered in naming commissions that we be- 
lieve would yield a reasonable profit, is 
whether the public would be willing to agree 
to higher rates, even if they were fair. Some 
years ago we concluded to increase our ¢com- 
mission rates to a fairer level and, to be 
frank, we had misgivings about the 
Willingness of our prospective clients to pay 
the higher fees. Our experience has com- 
pletely dissipated doubts. In S5 per 
cent of the cases written by the Provident in 
1932, we 


some 


these 


secured commission agreements 
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which were mutually satisfactory, even 
though on the higher level. We consider 
this of particular value in cases where in- 
dividual co-fiduciaries were named. We 
have found from our experience of the last 
five or six years that when the subject is 
properly presented, trust clients are willing 
to pay adequate fees for services rendered. 
Another proof of the public’s willingness to 
pay higher fees is our experience in dealing 
with clients of long standing, who have been 
accustomed to paying the low rates quoted 
We have had not only one, but 
inany instances in the last two or three years 
where such clients, after a proper explana- 
tion, have agreed to pay increased rates of 
commission, both on their own estates ant 
on their agency and revocable trust accounts. 


years ago. 


Trust companies will from time to time be 
asked to accept small guardianships and oth- 
er unprofitable accounts for the accommoda- 
tion of the public. I would not advocate at 
all that every account must be made to pay 
its way. However, in order that trust com- 
panies may endure—not only from the stand- 
point of profits for their stockholders, but to 
serve the public on a high plane—it will de- 
come increasingly necessary for us to take 
a firm stand on the charges for the great 
bulk of our business. If we can do this with- 
out fear or favor, and present our case in- 
telligently, the public will pay the cost, plus 
a reasonable profit. 

I believe that if we will tackle the prob- 
lem of trust department costs, seek to elim- 
inate the unfair practice of “service for noth- 
ing,” revise existing inadequate commission 
arrangements, and work toward the adop- 
tion of a reasonable minimum fee schedule, 
we will have taken important steps toward 
sccuring adequate trust fees. 





700 


TRUST COMPANIES 


FIRST NATIONAL BANK OF CHICAGO ABSORBS TRUST BUSINESS 
OF AFFILIATED TRUST COMPANY 


Unusual interest attaches to the recent 
action of the directors of the First National 
Bank and of its affiliated First Union Trust 
& Savings Bank of Chicago, approving the 
plan whereby the trust business of the latter 
is absorbed by the newly authorized trust de- 
partment of the First National Bank. This 
move was foreshadowed several months ago 
when the First National assumed the com- 
mercial banking and savings business of the 
First Union Trust & Savings Bank. The 
state-chartered trust company now ceases 
to function as such and both the banking 
and trust business will be centered in the 
First National. The operation is facilitated 
by the fact that the stock of the First Union 
Trust is held by trustees for the benefit of 
the stockholders of the First National and 
that the boards of directors and official staffs 
of the two banks have been virtually the 
same. Likewise the modern physical equip- 
ment and other operative changes enable the 
transfer of trust business to be made with- 
out any visible change. Capital of the First 


National will remain at $25,000,000; surplus 
$15,000,000 and undivided profits $3,000,000. 


The financial statements made at the begin- 
ning of the year showed for both institu- 


MELVIN A. TRAYLOR 
President, First National Bank of Chicago 


tions combined capital, surplus and undi- 
vided profits of $60,492,000; deposits $616,- 
699,000 and resources $698,010,000. Melvin 
A. Traylor has been president of both the 
national and state institutions. 

The trust business, both individual and 
corporate, to be transferred from the First 
Union Trust to the trust department of the 
First National, one of the most 
valuable accumulations in the country, both 
as to volume and quality, including impor- 
tant estates of Chicagoans. The First Na- 
tional was among the first national banks in 
the country, prior to the advent of the Fed- 
eral Reserve System and the grant there- 
under of trust powers to national banks, to 
provide trust facilities through estate-char- 
tered trust company as affiliate and joint 
stock control. This was done thirty years 
ago in 19083 when the First Trust & Savings 
Bank was organized and experienced exrep- 
tional growth both as to trust and savings 
business. In 1928 when the Union Trust 
Company of Chicago was taken over by the 
First National interests, the latter assumed 
the banking business of the Union Trust and 
the First Trust & Savings absorbed the trust 
business changing its title to First Union 
Trust & Savings Bank. With this absorption 
came a fine line of trust as well as 
banking business. 

Melvin A. Traylor, president of the First 
National Bank, to initiative these 
latest developments of merger are attributed, 
is among the foremost of American bankers. 
At the last Democratic national convention 
in Chicago, he received enthusiastic tribute 
from his admirers as the favorite 
Illinois for the Presidential nomination, in 
which delegates from other states joined, 
notably Kentucky where Mr. Traylor was 
born and reared as a farmer’s boy and from 
Texas where he devoted earlier years of his 
distinguished banking career. Mr. Traylor 
has been among the most outspoken and 
vigorous in the expression of his convictions 
on both economie and banking problems, re- 
vealing a prophetic vision as to necessary 
changes which are coming to pass under the 
new political administration. 


represents 


also 


whose 


son of 


An historical account of the guaranty of 
bank deposits has been compiled and _ pub- 
lished by the Economic Policy Commission 
of the American Bankers Association. 
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BANKS AND THE PUBLIC 


THE JOB OF DESERVING AND RESTORING CONFIDENCE 


H. A. LYONS 
Advertising Manager of The Bankers Trust Company of New York 


(Epiror’s Note: Whether justly or otherwise, it is idle to deny that banks and bankers 
are unpopular. The immediate problem is not alone one of weeding the field and imparting 
to banking service those essential qualities that deserve public confidence. Banking is in the 
crucible and must comply with advanced standards of unselfish and useful service to the 
people, plus safety. ‘‘ Public relations’ enters into the picture much more vitally than ever 
before. To properly interpret good banking and thus to bridge the gap between management 
and the public, is the keynole of an unusually interesting address delivered by Mr. Lyons at 
the recent annual convention of the Illinois Bankers Association.) 


ANKS and bankers are not popular, 

and the blame is surely in part upon 

banks themselves. I believe that by 
and large bankers have been honest: I doubt 
if, on the whole, bankers can be accused of 
bad judgment. There have been plenty of 
errors in judgment, to be sure, but no more 
than were made by other men relative to the 
information they possessed. It seems to me 
that the record of banking, so far as opera- 
tions in individual banks are concerned, is 
not too bad. And yet bankers are unpopular, 
and the public lacks faith in banks. Why? 


A Banking Structure to Merit Public 
Confidence 
I think there can two 
either banking is not yet good enough to war- 
rant confidence, or it is good but people do 
not know it. Perhaps a combination of the 
two reasons comes close to the truth. I am 
not qualified to speak as a bank operating 
man, but merely as an observer more or less 
acquainted with the general situation. That 
there is something radically wrong with a 
banking structure that has fallen down under 
every major strain put upon it seems an in- 
evitable conclusion, Abler brains than mine 
have failed to agree up to now as to the rem- 
edy. 


be only reasons : 


It is true, of course, that each crisis has 
produced changes in practice, legislative or 
otherwise, that seem to correct certain weak- 
nesses, yet the next crisis reveals new diffi- 
culties and witnesses the collapse of addi- 
tional units in the system. My only excuse 
for offering a suggestion looking toward an 
improvement in the structure itself is that I 
am anxious to see a system evolved that will 


of itself merit public confidence. Otherwise * 
all of our attempts to create such confidence 
by the usual public relations methods will 
be money wasted. I think it is safe to say 
that up to now a great deal of the public 
relations effort on the part of banks has done 
more harm than good, because the product 
has been oversold. This may or may not 
have been deliberate, but it is true none the 


H. A. LYON 
Advertising Manager of the Bankers Trust Company of 
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New York 
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So you see my interest in the quality of 
banking is not only legitimate—it is vital. 


less. 


The Welfare of Depositors 

One obvious suggestion for bettering the 
banking structure is a simple one—adopt the 
point of view and operating policies looking 
toward the lasting welfare of the depositors. 
It has seemed to me that a great deal of the 
discussion on the banking system has been 
concerned with the short-sighted self interest 
of the bankers, rather than with the protec- 
tion of depositors. I hove I am wrong, but 
I believe that my view is shared by a large 
group of laymen. Viewed from the depos- 
itors’ point of view, for instance, the question 
of branch banking takes a different complex- 
ion. Without taking a stand either way, I 
see the depositors’ interests served better 
by a branch of a strong bank in a nearby 
metropolis than by a weak local institution. 
On the other hand, if we may take commer- 
cial experience as a standard of judgment 
on human actions, the good local institution 
will be able to prosper and progress in the 
face of branch bank competition, This re- 
duces the situation to the simple necessity 
for strength, whether the organization be 
local or branch. So long as both were strong. 
the public would be in a position to support 
whichever afforded the best service. 

We come back inevitably to strength and 
soundness as fundamental necessities, what- 
ever form banking may take. Strength and 
soundness would seem to imply rigid require- 
ments for procuring and retaining a bank 
charter. I cannot help but feel that any 
bank or group which opposes the rational 
stiffening of these requirements forgets that 
its own interests are in the end identical with 
the interests of the public. It would 
seem to me that guaranty of deposits and 
similar suggestions lose importance as per- 
manent measures provided the system is so 
strengthened as to make them unnecessary. 


also 


Educating the Public as to Good Banking 
Service 


The other side of the picture is this. 


The 
system may not be perfect, and vet not as 
bad as is painted. In other words, the pub- 
lic is not even aware of the present good that 
exists in the banking field—and there is 
much that There is no question of 
the “economic illiteracy’ of our people. If 
proof is needed, consider the legislative pan- 
aceas offered; consider the recepvtion recently 
accorded President Roosevelt's radio address 
—particularly the commendation of his ex- 
planation that banks did not put the depos- 
itors’ money in vaults, but invested the bulk 
of it: listen to the loose discussions on finan- 


is good. 


cial matters among people otherwise well in- 
formed. I hold that the banks are in part 
to blame for this condition. They have failed 
not only to do their share in educating the 
community in fundamentals of finance, but 
also in the much more pertinent job of show- 
ing the necessity for and the excellent serv- 
ices afforded by banking generally. They 
have neglected to give to the public even the 
information to which it is entitled, and which 
would have done much toward fostering the 
faith and the confidence in our good banks. 

I am quite aware that with weaknesses 
in the system, and the possibility of further 
undermining public confidence, it has been 
difficult for good banks to tell their story 
and have it believed. Yet I submit that the 
public is entitled for its own protection to 
information which would permit discrimina- 
tion in the selection of good banks. Certain 
standards of practice are universally 
sidered sound: certain banking functions are 
fundamental, and will continue so long as 
there is a banking structure of any nature. 
These things, I think, may be explained, to 
the benefit of banking. Coincident with the 
definite betterment of the banking goes an 
improvement in the public concent of bank- 
ing, and the responsibilities, functions and 
privileges of banks. It is a task not for the 
government, but for banks themselves. 
bankers recalled that the 
backbone of their success—of their very ex- 
istence—is people—plain, people. 
If the people lack confidence in the banks, 
the banks suffer: if the people do not com- 
prehend banking service they cannot use it 
to the advantage of themselves or of the 
banks. 


econ- 


It is time that 


everyday 


Revolt Against Impersonalism 

With the changes which have characterized 
economic America we banks have changed 
mightily. With the larger units of produc- 
tion have come larger financial units. With 
national distribution has come a demand for 
national financing. Expansion has been rapid 
in commerce and finance, and with mass pro- 
duction has come mass banking, with one in- 
evitable result—an imoversonal attitude. Will 
this continue, or shall we revert to smaller 
and more personal units in all fields? I do 
not know how my own chiefs feel about this, 
but for myself, I feel everywhere a_ revolt 
against impersonalism, The family physi- 
cian is said to be coming back: mass educa- 
tional methods are severely criticised. There 
is a struggle to reassert individualism. This 
situation holds a distinct suggestion for 
bankers, I think, in their public relations at 
titude. 
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a name for this 

the “you attitude.” It is in effect merely 
the adoption of the customer point of view. 
Instead of telling people about yourself, you 
talk about things which interest them.  In- 
stead of discoursing on size or age, of capi- 
tal, surplus and undivided profits, vou inter- 
pret these things into what they mean to the 
reader or listener. 


The advertising world has 


A True Policy of “Public Relations”’ 


You think that I’m talking about advertis- 
ing—paid space in the newspapers. I am, 
but only as it fits into a much larger pic- 
ture. I’m talking about policy —a true pol- 
icy of “public relations.” To effect that it 
is essential that you decide consciously, after 
due deliberation, just what position you want 
your bank to occupy in your community 
what sort of personality you want it to have 
—what kind of customers you are going to 
cater to. After you decided you 
must agree on a program toward that end 

and stick to it. 


have so 


Such a program will have several related 
efforts. First every officer and every em- 
ployee who meets the public ought to be told 
just what you are driving at—he can do 


much to help, and if he is not informed he 
can do much to harm. One piece of discour- 
tesy or bad judgment at the teller’s window 
may do more damage than can be repaired in 
months. Remember that to the vast majority 
of your depositors the teller or the clerk may 
be the bank. Next, it is often possible to 
stop misunderstandings before they start. If, 
on opening an account a customer is thor- 
oughly informed as to what he may expect 
of the bank, and if the bank gets a_ pretty 
idea of what the customer is going to 
need, there will probably be little friction in 
that account. 


good 


A good many probably consider advertising 
of doubtful value. It is, under some Cir- 
cumstances. Advertising is worse than use- 
less unless it proper picture of the 
institution—the “friendly bank’ theme suf- 
fers when it encounters a surly teller; the 
statement “we welcome small accounts” 
doesn’t go well unless the bank is really in- 
terested in such accounts. Nor does adver- 
tising do much good when it is purely selfish, 
and published solely for the gratification of 
the officers and directors. It really can be 
effective only when it is properly focused, is 
a true mirror of the bank and its services, 


gives a 
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ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


has 124 Branches, of which 70 are in the 
City of Los Angeles, 27 in cities in Los 
Angeles county, and 26 in other counties, 
from Fresno on the north to Imperial 
Valley on the south. In most of the cities 
where we have Branches, those Branches 
are~ the--largest-and leading banks of 
their respective localities. 

The Bank’s highly developed Trust Service 

is available renge every Branch. 
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cluded withina ~ 
radius of 250 
miles from Los Angeles, 

in which Security- First 

National Bank is the lar- 

gest and leading Bank, includes more than 
a half of the population, wealth, agricultur- 
al production, petroleum, shipping or port 
business, and tourist business of the State. 








and is coordinated 
effort of the bank. 
aimed and controlled ; it 
ing job; it must be considered 
every point at which the bank touches the 
public, whether it be face-to-face, letters, lit- 
erature, paid advertising, or participation in 
seme civic or trade effort. All may _ be 
turned to good account if they are considered 
in the light of a comprehensive policy. 


The Public Relations Man 

“Public Relations” is just as much a_ busi- 
ness as loaning or trust administration, and 
requires as distinct a type of mind and as 
adequate training. It deals not with figures 
and facts, but with human beings. It is not 
exact—it is constantly changing. The public 
relations man often senses things that can- 
not be proven. His work is germane to every 
department, and yet cannot be under any 
department, for his is an interpretive task. 
His inspiration within lies in constant con- 
tact with the chief executives of the bank. 
The proper conception of his job is to inter- 
pret the bank’s personality, its policies, and 
its services to the public: to interpret the 
attitude of the public to the officers of the 
bank: and to see that employees are taught 


With every other 
Public relations must be 
must be a continu- 
as including 


selling 


how to handle the public in such a way as 
to maintain the impressions the bank wishes 
to make. This job requires an understand- 
ing of people, rather than technical banking 
training. The man who does it should be 
carefully selected, and then given as much 
authority in his line as the head of any other 
major bank activity, for it is a major con- 
sideration and a senior effort. I should like 
to sum up this way. 

3anks and bankers are not popular. Be- 
fore they may assume a place of trust, two 
things must be done:—the banking system 
must be improved with an eye solely to the 
good of the people; the public must be con- 
vinced of their own interest in banking and 
their individual banks. This latter is a task 
for the individual bank in every case, and it 
is a task second to none in importance, To 
be done well it requires a conscious continu- 
ing policy, and a sound program with which 


nothing should he allowed to interfere. The 
program should be administered by one who 


is constantly inspired by the heads of the 
bank, fully aware of the responsibilities and 
familiar with the duty imposed upon him, 
and endowed with the authority to see that 
the job is well done. Less than that will not 
be enough in the coming competition. 


7 *, \? 
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CONTROLLER O’CONNOR PREDICTS 
UNIFIED BANKING SYSTEM 

Speaking to delegates attending the an- 
nual convention of the Minnesota Bankers 
Association recently, the new Comptroller 
of the Currency, J. F. 'T. O’Connor, expressed 
the conviction that a unified national bank- 
is in the making as a result of 
the enactment of the Glass-Steagall banking 
bill toward the close of the last 
Congress. He said in part: 


ing system 


session of 


seems to assure a_ unified 
was drafted by two of 
minds in America if 
Glass and Con- 


“The new law 
banking system. It 
the ablest financial 
not in the world, Senator 
gressman Steagall. It will eliminate the 
disadvantages and expense of having two 
banking systems serving the public. 

“The duplication of bank examinations is 
one item that shows how cumbersome our 
present system is. With both national and 
state governments chartering banks, there 
were certain to be too many banks in the 
country, and that was one great cause of 
our banking troubles of the past decade.” 


The Perth Amboy Trust Company and the 
Raritan Trust Company of Perth Amboy, 
N. J., have been licensed to resume business 
on an unrestricted basis. 





TRUST ADMINISTRATION DESERVES PUBLIC CONFIDENCE 


SOME PRESENT PROBLEMS IN DEVELOPING NEW BUSINESS 


WILLIAM H. NEAL 
Director of Public Relations, Wachovia Bank and Trust Comspany, Winston-Salem, N. C. 


(Epiror’s Note: This is no time for an altitude of defeatism or *“*marking time,’ on 


the part of those engaged in the development of new trust business. 


Managements or “‘higher 


ups” intrigued by the banking situation must awaken to the fact that there is nothing in the 
record of trust administration to be ashamed of; but that the facts are overwhelmingly in favor 


of the efficient and conservative handling of trust responsibility. 


Mr. Neal makes an appeal 


for frank statement of trust facts to the public and continued, aggressive quest for acceptable 
new trust business as well as diligent attention to the problem of holding present business by 
combating unwarranted lack of confidence or criticism.) 


EW business development and adver- 

tising are more essential to the trust 

department than to any other depart- 
ment of a bank or trust company. I do not 
make this statement because I believe the 
trust department to be more important than 
other departments. The very nature of trust 
business itself makes that statement an ad- 
mitted fact. 

It is conceivable that the banking depart- 
ment could go on indefinitely, handling the 
accounts on its books from year to year and 
relying upon those accounts which come in 
voluntarily to take the place of those which 
drop out. If there was any active competi- 
tion such a bank would not grow very much 
but it would be quite possible for it to carry 
on and exist without actively and aggres- 
sively seeking new business. However, most 
trust accounts have a definite time to run, 
and a trust department doing an active busi- 
ness is constantly winding up estates, dis- 
tributing the funds of trusts and closing 
out accounts. The amount of new business 
that comes in voluntarily is not sufficient to 
take the place of closed business. Trust 
business, in any appreciable volume, must 
be sold, and unless it continues to be sold 
there will come a time when the trust de- 
partment will not have enough business to 
justify its existence. 


Keeping Organization ‘‘New Business- 
Minded”’ 

One of the biggest problems in trust de- 
velopment is to keep our own organizations 
new: business minded. During the past four 
years all trust organizations have had many 


knotty problems with which to deal. 
estate handled has called for an unusual 
amount of time, patience and care. Often 
there has been discouragement when the de- 
vastating forces of deflation seemed to sweep 
away all values and make creditable admin- 
istration impossible. ‘The trust men whose 
primary duty has been to seek new business 
have been bumping into unusual difficulties. 
Sales resistance has increased, estates have 
shrunk, and property owners are desperately 
putting off the adoption of estate plans, hop- 
ing that they may first recoup some of their 
Every trust department, no matter 
how good its record, has been a target of the 
uninformed and often malicious criticism 
that has been leveled at all financial insti- 
tutions. 


Every 


losses. 


In the face of such obstacles it is easy to 
become discouraged and cry “What’s' the 
use !” 

3ut certainly now is no time to assume an 
attitude of defeatism, and [ do not believe 
that such an attitude can prevail in any in- 
stitution that has a broad conception of the 
real significance and accomplishmenis of 
trust service. Now, more than ever, Ameri- 
can property owners need the service which 
our established trust institutions are pre- 
pared to give. Nevertheless, the time through 
which we have been passing have created a 
fertile field for the growth of defeatism and 
we must constantly guard against it. 

Need a New Vision of Trust Service 

We need to get a new vision. We need to 
look beyond the troublesome details of daily 
routine and get a broader view of what trust 
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service is doing. We need to review the 
aims, ideals and accomplishments of our 


own trust departments over a period of years, 
and in so doing we shall be convinced anew 
that we have the only logical solution to 
the estate problems of our respective com- 
munities. 

It is one thing to Struggle with a vacant 
store building belonging to the Brown estate 
in an effort to make it Yield an income for 
Mrs. Brown and the Brown children. With 
vacancies increasing, rents difficult to col- 
lect and taxes constantly accumulating it 
often appears to be an impossible task and 
the trust man becomes discouraged. Sut it 
is another thing to review the handling of 
the Brown estate over the ten-year period 
your institution has managed it. and thereby 
get a broader view of just what you have 
been able to do for the Brown beneficiaries. 
You'll find mistakes, of course: but if your 
institution is worthy the name of trust, you 
will find in those ten years—or five years, or 
one year, as the may be—a record of 
helpfulness, protection and unselfish  de- 
votion to the interests of those beneficiaries 
that will give you a fresh vision of trust 
service. Compare that record With the ree- 
ord that likely would have been made in oth 
er hands, and nine times out of ten you must 
conclude—if you're about it—that 
your trust administration, and trust admin 
istration as a whole, has come through the 
most trying time in the history of our coun- 
try and still deserves and commands the con- 
fidence of property owners who 
reasonable measure of protection 


case 


honest 


seek 


for 


some 
their 


estates, 


Trust Administration Not on Trial 
trust 
Fur- 


eS- 


defense of 
not on trial, 
record of administration 
tablished by American trust institutions 
speaks for itself with more eloquence than 
any spokesman could ever attain. 

Executive and directors of trust 
institutions—the men who determine the pol- 
icies and authorize the expenditures—must 
not become indifferent in their attitude 
toward trust development. So often it hap- 
pens that in times of depression when econo- 
nies are necessary and often drastic, the first 


not attempting a 
service. Trust 
thermore, the 


I am 
service is 


officers 


and most severe euts are made in the new 
business progrim. One of the first things 


some directors usk is “Why spend all this 
money for advertising and new business when 
there is so little new be had?’ 
The advertising and new business program 
must take its part of the cuts. along with 


business to 
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other departments and activities, but it 
should not bear more than its share. Execu- 
tive officers are engrossed in the problems of 


the times, and even though they may not 
drastically cut the new business program, 
often they do not give it the active support 


and cooperation so essential to its success. 

When the trust department eliminates or 
seriously impairs its trust development pro- 
gram it is a case of cutting off the nose to 
spite the face. As stated before, trust serv- 
ice must still be sold: not much of it comes 
in of its own accord. New business supplies 
the grist for the mill to grind; cut off the 
source of this supply and soon the mill will 
have nothing on which to operate. 


Dealing With Impairment of Public 
Confidence 

The next problem we face in trust devel- 
opment—and it is a serious one—is lack of 
public confidence. Bank failures. bank holi- 
days and the highly publicized misdeeds of 
a few bankers in high places have done much 
to undermine confidence in all financial in- 
stitutions. Added to this have been the in- 
sidious and malicious attacks by certain in- 
dividuals and groups which hope to profit 
personally from any embarrassment they 
may cause trust institutions. 

This is a very real problem and we cannot 
solve it by ignoring it. It has a very direct 
influence on trust development. It must be 
approached sympathetically and dealt with 
intelligently. ‘To whatever extent lack of 
public confidence in trust service exists, it 
is largely due to misinformation. Therefore, 
the solution to the problem lies in giving the 
public correct information about trust sery- 
ice. 

Undoubtedly the most serious phase of this 
problem is the linking of trust administra- 
tion with the large number of closed banks 
throughout the country. ‘To the uninformed 
person the closing of a bank means the fail- 
ure of trust administration and the loss of 
property held in trust. We, as trust men, 
of course, know that this is not true; we 
know that the trust assets have not been di- 
rectly affected by the closing of the banks 
Which administered the trusts. but have been 
held intact, separate and apart from all bank- 
Only in a few isolated cases has 
this fundamental principle of the segrega- 
tion of trust been violated, a record 
of which we should he proud and with which 
the public should be more fully acquainted. 

It is believed by many that trust institu- 
tions trade with themselves in buying and 
selling securities and other properties held 


ing assets. 


assets 
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in trust. Such a practice is a violation of 
a fundamental principle of trust practice. 
and the policy of your institution with re- 
ference to this matter should be made clear 
to the public. 


Favorable Record as to Trust Investments 

From many quarters we hear the criticism 
that trust investments have declined in value. 
It may be true that some companies, in their 
zeal and enthusiasm, by implication fostered 
the idea that trust institutions were infal- 
lible in their judgment and absolute in their 
protection. But certainly this cannot be 
said of the great body of trust institutions in 
general, and it is unreasonable to believe 
that the clients of trust institutions who 
placed their funds in trust, did so believing 
that those institutions could protect their 
properties against all declines and all losses. 
It was not to be expected that, during the 
period of the last four years when nothing 
escaped the devastating forces that under- 
mined all values, properties and securities 
held by trust institutions would entirely es- 
cape. 

On the other hand, an investigation of the 
record will reveal that trust investments, 
as a whole, have maintained values com- 
parable with those of other high grade in- 


vestments and in many cases have exceeded 
such records. The reasonable person knows 
that there is no absolute protection, no per- 
fect system of investment. Yet he earnest- 
ly desires for his estate and his funds some 
measure of protection that will mitigate the 
ravages of depression and panic. During the 
most trying period in the history of our coun- 
try trust service has proved that it can meet 
this test, and that it is the answer to this 
particular person’s problem. 


Bringing Facts Frankly to Public Attention 

By placing the facts frankly before the 
public and reviewing the broader accom- 
plishments of trust institutions, we can re- 
build public confidence. We must explain to 
the public that trust assets are kept sepa- 
rate and apart from the banking assets. We 
must explain that trust institutions do not 
trade with themselves in handling the funds 
belonging to trusts. We must ex- 
plain that while trust investment practice is 
not a perfect system, is not absolute in its 
protection, it nevertheless offers a degree of 
safety and conservation that is unsurpassed 
by any other system yet devised. By giving 
the public these and other facts we can lay 
the basis for a better understanding of trust 


various 
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service and build a sound foundation for 
future trust development. 

Advertising and personal contact are the 
methods to be employed in rebuilding public 
confidence. Our advertising copy must in- 
form as well as exhort. Our trust repre- 
sentatives must take the time and have the 
patience to correct false impressions and 
build new confidence by explaining the op- 
erations of trust departments and the safe- 
guards employed in handling other people’s 
property. Every contact officer and depart- 
ment head should be alert to detect rumors 
and criticisms, and either answer them him- 
self or see that they are answered by the 
proper trust officials. 

In addition to getting new business it is 
of equal, if not greater, importance to hold 
the business we now have. I refer to the 
great volume of future business represented 
by wills and trust agreements that are not 
yet operative, but have been drawn, signed 
and our institutions named as executor and 
trustee. Holding this business is a _ vital 
problem in trust development. 


John Jones Revokes His Insurance Trust 

Take the following case, forexample: Four 
years ago John Jones made a will and created 
a life insurance trust naming the Blank 
Trust Company as executor and trustee. He 
was persuaded to take this action by the trust 
new business representative of the trust 
company acting with one of the administra- 
tive officers who was a personal friend of 
Jones. Since that time two other banks in 
the same city have failed and there had been 
talk—as yet not substantiated—about 
mismanagement, and it has even been whis- 
pered around town that some trust accounts 
handled by these two defunct banks are not 
in the best of condition. John Jones hears 
this talk, he still has confidence in the Blank 
Trust Company, but nevertheless there are 
questions in his mind and he wonders if he 
ought not to name another executor for his 
will and perhaps revoke his insurance trust. 

Every trust institution has its John Joneses, 
and not to admit that this is a real problem 
that deserves immediate and careful atten- 
tion is to bury our heads in the sand in an 
effort to hide from the real facts. But it is 
not an insurmountable problem and_= ap- 
proached with a sympathetic attitude and 
an intelligent effort it can be satisfactorily 
solved in a great majority of cases. 

Again it is a matter of re-establishing con- 
fidence by presenting the facts. The ap- 
proach, however, should be largely individ- 
ual, rather than collective as in the case of 


gross 
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the general public. If we have good reason 
to believe that John Jones has some doubts 
in his mind we should take immediate steps 
to clear up these doubts. We should seek an 
opportunity to sit down with Mr. Jones and 
encourage him to speak freely and frankly. 
Above all we must not scoff at his doubts or 
ridicule them. We must sympathize with his 
attitude and exhibit the greatest patience in 
our effort to correct it. We must lay be- 
fore him in understandable language the 
methods and practices of our trust depart- 
ment; show him the many safeguards em- 
ployed in the management of trust property 
and the investment of trust funds. He must 
be shown that while trust service is not per- 
fect it nevertheless does offer a greater meas- 
ure of protection than is to be found else- 
where. If Mr. Jones is handled in a frank 
and sympathetic manner and is given a true 
and comprehensive picture of our trust serv- 
ice, then the chances are ten to one that he 
will not only be greatly relieved in his own 
mind, but will also become a hearer of good 
testimony to others who may be in doubt. 


Rebuilding Estates and Revision of Prospect 
Lists 

Another problem we face in trust devel- 
opment is the tremendous decline in the value 
of all estates and the consequent decrease 
in the number of those whose business we 
can profitably seek. It is necessary to re- 
vise completely our former prospect lists, and 
when this is done we will usually find that 
the lists are only a fraction of what they 
were four years ago. 
should 


However, there is one point that 
be kept in mind in making this revision; the 
mere fact that a person has suffered finan- 


cial reverses which have practically wiped 
out his immediate estate should not be the 
sole determining factor in deciding whether 
or not he is a likely prospect for trust serv- 
ice. If such a person has ability, determina- 
tion, and a reasonable life expectancy then J 
believe we ought to show our confidence in 
him by keeping him on our list as a future 
prospect and, in the meantime, keep him re- 
minded of the benefits of trust service. After 
all, wills and life insurance trusts signed to- 
day represent only possible future business, 
and we have no assurance that, even though 
the estates are substantial now, they will be 
profitably handled when administered. Since 
we are assuming some risk in all such busi- 
ness closed, I am confident that we can also 
take a reasonable chance with the man who 
does not have much today but has good pros- 
pects for the future. 
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the same time trust service has some- 
of definite value to offer such per- 
Undoubtedly life insurance will be an 
important on which to rebuild, and 
through the service of, life insurance trusts 
our institutions can be of distinct help. In 
every community there are many individ- 
uals who realize that they have made a mess 
of their investment programs and are de- 
sirous of placing whatever remaining funds 
they may have with trust institutions, know- 
ing that greater care and conservatism will 
be employed in their investment. In such 
cases the living trust is a helpful solution to 
a perplexing problem. In connection with 
this reconstruction work it will probably be 
necessary for many institutions to lower the 
minimum which they have been applying to 
accounts that can be handled with profit. I 
do not say that we should place a lot of un- 
profitable business on our books, but never- 
theless we are passing through unusual times 
and the trust institution that recognizes this 
and works with individuals in helping them 
to rebuild their will reap a future 
profit which cannot be measured in terms of 
present-day values. 


At 
thing 
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Trust Business Will Continue to Grow 

There is one for all our 
troubles; no simple solution for all our prob- 
lems. 3ut I believe the effective ap- 
proach to the problems of trust development 
is through an aggressive and consistent ad- 
vertising and new business program. How- 
ever, it will have to be in keeping with the 
times. Bromides, meaningless exhortations 
and platitudinous phrases will not suffice. 
We must face the issues frankly and square- 
ly, give the public the facts about trust sery- 
ice and clear up much of the misunderstand- 
ing and suspicion that is abroad. 


no panacea 


most 


Trust service is not an invention of our 
institutions that has been forced upon the 
public by high pressure promotion. It is a 
service that has been developed in response 
to a definite need of the times. It has become 
an integral part of our economic life. There- 
fore, trust service will continue to grow, and 
whether or not your institution gets its share 
of the business will depend upon whether 
or not you go after it intelligently and con- 
sistently. 

Ro fo af 

The Treasury Department is receiving re- 
quests from banks and trust companies for 
a ruling that will enable them to use any 
marking off in the value of assets which 
they are required to take by examiners in 
their income tax reports. 
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H. R. BURLING ELECTED VICE-PRESIDENT 
AND DIRECTOR OF WISCONSIN 


BANKSHARES CORPORATION 

President Walter Kasten of the First Wis- 
consin National Bank of Milwaukee and 
president of the Wisconsin Bankshares Cor- 
poration, announces the election of H. R. 
Burling as vice-president and director of the 
latter corporation. Mr. Burling will corre- 
late the activities of the member banks of 
the Wisconsin Bankshares group and super- 
vise relations of the various units. He was 
formerly associated with Peat, Marwick, 
Mitchell & Company and prior to that with 
the Metropolitan Bank of Toronto. 
his report to the board of directors, 
Mr. Kasten stated, “While earnings of the 
corporation for the past six months have 
been satisfactory, conservatism suggests that 
no dividend action be taken at this time 
because of the relatively slack demand for 
bank credit and prevailing low money rates, 
and to further strengthen the reserves of 
the corporation. This is in line with the 
policy recommended to all national banks by 
the Federal Government. We anticipate con- 
tinued satisfactory earnings for the remain- 
der of the year.” 


In 
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GOVERNMENT CONTROL OF BANKING AND THE FEDERAL RESERVE 


NATHAN ADAMS 
President, First National Bank of Dallas, Texas 


The Glass Bill recently enacted by Con- 
gress precludes the payment of interest on 
demand deposits. This will seriously affect 
agriculture and will destroy the continuity of 
credit relations between the banks in the 
producing sections of the country and the 
terminal points, thus compelling the agricul- 
tural commodities to be settled for in cash 
at the Federal Reserve Bank instead of being 
accepted for credit as they have heretofore 
been handled. Unless a bank is allowed to 
pay interest there will be no incentive to 
carry balances with each other and these 
balances will naturally go to the Federal. 
It will mean that all cotton and grain drafts 
must be paid in cash and Texas alone han- 
dles one-third of the nation’s cotton crop. 

No greater power has been given to man 
than has been given to the twelve governors 
of the Federal Reserve banks when they take 
into their hands the daily debit power of the 
nation without assuming a particle of respou- 
sibility for the daily credit power. If I had 
had authority at the time the act was passed 
to get all the banks doing business in Atlanta, 
New York, Boston, San Francisco, Chie: go, 
PhiladelpDia and similar cities to close the’r 
accounts and send all their direct 
to the Federal, the collection of checks would 
never have been placed in the Federal. 

The business of America has been carried 
on largely by the continuity of credit rela- 
tions between ‘banks and this was a great 
country prior to the passage of the Federal 
Reserve Act but since it has come into effect 
we have split our pants from the top button 
to the bottom of our In a land of 
plenty, with a great banking system (if it 
is a great system) why is it impossible for 
any banker to walk to his front door and 
place a value on anything in his sight? 

The banks who own the stock of the Fed- 
eral Reserve banks should have a voice in 
its affairs and they should demand that Con- 
gress give them the same opportunity to earn 
for their stockholders a reasonable dividend 
as they give the postoffice department of the 
United States which belongs to all of us and 
which makes a charge for the services it 
performs. 

Let’s go back to the simple ways of doing 


business 


shoes. 


business. Let’s put our faith in each other 
with the understanding that the more we go 
to the government for assistance the more 
tax we will pay and the more our individual 
initiative will be destroyed, Governments 
were established for the purpose of governing 
and they were to be supported by the people, 
not to support the people. We have wan- 
dered far afield from that and while I ad- 
mire greatly President Roosevelt’s courage 
since his induction in the high office there 


must be some stopping place, otherwise, we 


will find our railroads and our banks con- 
trolled wholly by the Government. We know 
the Government has begun to edge its way 
into all lines of endeavor, particularly bank- 
ing and agriculture. In my opinion, the Fed- 
eral Reserve System has made all this nee- 
essary because they have a power which 
should never have been given them. 


NEW PRODUCT BY BURROUGHS 
The Burroughs Adding Machine Company 
of Detroit, which is manufacturer of a va- 
riety of modern high-standard adding, ac- 
counting. bookkeeping and electric caleu- 
lating machines, including the simplified ac- 
counting machine especially adapted for trust 
department operations and in successful use 
throughout the country, has devised a new 
product. It is a new standard cash regis- 
ter with press-down and commercial 
indication—which is now in production at 
the Detroit plant. The model introduces sev- 
eral exclusive features in the low-priced cash 
register field, including an extremely light 
key touch for and large nu- 
merals on the indicators which can be read 
by both customer and seller in natural se- 

quence and a pre-set and correction Key. 
The machine’s totaling capacity is $99,- 
999.99, with a registering of units from one 
cent to $2.99. Finished in walnut colored 
erystal and enamel, it is now on display in 

local Burroughs offices in leading cities. 


keys 


speed, 
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national convention of Insurance 
Commissioners of the United States a new 
set of regulations was adopted governing 
loan and cash surrender privileges of life 
policyholders. 


At the 
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STERLING B. CRAMER ELECTED FIRST VICE-PRESIDENT OF FIFTH 
THIRD UNION TRUST COMPANY OF CINCINNATI 


Poue kifth Third Union Trust Company oi 
Cincinnati, Ohio, which occupies a dominat- 
ing position in banking affairs and corre- 
spondent connections throughout the central 
and southern west, has made a valuable ac- 
quisition in the recent election of Sterling B. 
Tamer as first vice-president and chief tieu- 
tenant to President &. W. Edwards of tuat 
bank. In points of practical experience and 
wide knowledge of banking operations, es- 
pecially in credits and custumer contact, Mr. 
Cramer has had an exceptionally successful 
career covering a period of over thirty-two 
years. In all his banking work he has dis- 
played a rarely constructive judgment and 
possesses a personality which is bound to as- 
sure the good will of associates and in sery- 
icing the growth of the Fifth Third Union. 

Mr. Cramer comes to the Cincinnati in- 
stitution from Akron, Ohio, to which he was 
called last November from Chicago to become 
president of the First Central Trust Com- 
pany of that city and to direct its reorgani- 
zation. After the national banking holiday 
of last March the First Central Trust re- 
mained unlicensed and Mr. Cramer became 
identified with a movement to organize a new 


S. B. CRAMER 


Who has been elected Executive Vice-president of the 
Fifth Third Union Trust Company of Cincinnati 


national bank in Akron. He was called from 
this work by the offer of an executive posi- 
tion with the Fifth Third Union Trust Co. 
Mr, Cramer was born fifty-two years ago 
at Hiawatha, Kans. His first banking con- 
nection Was with the First National Bank of 
Chicago at the age of twenty and where he 
remained, except for a brief period, until the 
organization of the Federal Reserve Bank of 
Chicago in 1914 where he rose from succes- 
sive clerk, assistant cashier, 
cashier and deputy governor. In 1923 he was 
drafted by the late John J. Mitchell to be- 
come executive vice-president of the Illinois 
Merchants Trust Company and particularly 
to help bring about the consolidation of the 
Illinois Trust & Savings with the Merchants 
Lean & Trust Company and the Corn Ex- 
change National Bank of Chicago. He re- 
mained with this bank and its successor, the 
Continental Illinois Bank & Trust Co. now the 
Continental Illinois National Bank & Trust 
Company, until he was offered the presidency 
of the First Central Trust of Akron. With 
the Continental Illinois in Chicago Mr. Cra- 
mer had charge of the credits of an extensive 
territory embracing Michigan, Indiana, Ohio, 
western Pennsylvania, Kentucky and all of 
the south and southeast, east of the Missis- 
sippi River, an experience which qualifies 
him especially to serve the Fifth Third Union 
Trust Company in its important relations 
covering practically a parallel territory. 


positions as 


In connection with the announcement of 
the election of Mr. Cramer, President Ed- 
wards made known that Monte J. Goble, vice- 
president of the Fifth Third Union and for 
many years connected with that institution, 
has been retired on a pension after thirty-one 
Mr. Goble was widely and 


years of service. 
favorably known to bankers throughout the 
country and has been prominent in furthering 
highway construction through Cincinnati and 
adjacent territory, 


Directors of the Fifth Third Union Trust 
Company have also elected Harry Nagel, as- 
sistant cashier, a vice-president of the insti- 
tution. Mr. Nagel has advanced through 
thirty-three years of service with the prede- 
cessor banks and the Fifth Third Union hav- 
ing started with the old Fifth National Bank 
as a clerk in August, 1900. He was made 
manager of the transit department when the 
Fifth and Third National Banks were merged 
in 1908. In 1920 he became assistant cashier. 
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NATIONAL CITY BANK OF CLEVELAND TO TAKE OVER LIQUID 
ASSETS OF UNION AND GUARDIAN TRUST COMPANIES 


The difficult situation in Cleveland caused 
by the appointment of conservators for the 
Union Trust Company and the Guardian 
Trust Company of that city, is in a fair way 
to be solved to the best interests of all af- 
fected. Stockholders of the National City 
sank have approved plans whereby the bank 
will expand its capital from $2,000,000 to 
$10,000,000 and with the cooperation of the 
Reconstruction Finance Corporation to make 
available proceeds from liquid banking as- 
sets of the two trust companies. The Re- 
construction Finance Corporation has autho- 
rized purchase of $4,000,000 of preferred 
stock in the National City Bank, with sub- 
seription of equal amount of common stock 
by depositors of the two trust companies and 
others, making up the required eight million 
capital increase. Under this plan of reor- 
ganization, together with loans from _ the 
R. F. C., the National City Bank is enabled 
to provide immediate credit to depositors of 
the Union Trust Company up to 35 per cent 
of their deposits and to depositors of the 
Guardian 20 per cent. 

Considerable interest is manifested 
the large volume of individual and corporate 
trust business administered by the Union 
Trust Company and the Guardian ‘Trust 
Company. Announcement is forthcoming 
that the National City Bank will expand 
the facilities of its trust department and is 
prepared, with the consummation of the 
banking reorganization plans, to take over 
through agreement and judicial authority, 
the trust business held in the trust depart- 
ments of the two trust companies. In due 
time further announcement will be forthcom- 
ing as to trust department facilities and per- 
sonnel of the National City Bank and which 
wil! include a number of the trust officials 
and others of the trust departments of the 
Union and Guardian. 


as to 


It is noteworthy that the trust department 
business of the Union and Guardian trust 
companies bas been fairly conserved. Exam- 
inations by the state banking authorities 
and conservators disclose no evidence of any 
mismanagement of trust business, but on the 
contrary serve to emphasize the high quality 
and integrity of the trust management in 
these institutions. The only unfortunate de- 
velopment and which is due primarily to 
weakness of the state laws is the deposit of 
trust balances which were held in the bank- 
ing departments of the two trust companies 
and which are not protected by law as to 
preferred status. Naturally, some trust 
business held by the Union and Guardian 
trust companies has been withdrawn through 
individual transfer or by authority of the 
courts at the instance of beneficiaries. De- 
spite the efforts of certain elements in the 
local legal profession to make capital out 
of this unfortunate situation, the confidence 
of the community toward corporate fiduciary 
management, has not been seriously impaired 
and is bound to be retrieved. 

Seven new directors have been elected to 
the board of National City Bank of Cleve- 
land here, replacing a similar number who 
resigned and giving the two closed banks, 
Union Trust Company and Guardian Trust 
Company, representation. They are: A. V. 
Cannon, attorney and chairman of county 
relief committee; E. G. Crawford, vice-presi- 
dent and secretary, Cleveland Electric Illu- 
minating Company; Howard M. Hanna, 
chairman, M. A. Hanna Company; George M. 
Humphrey, president, M. A. Hanna Com- 
pany; Thomas W. Miller, president, Fault- 
Rubber Company; Windsor T. White, 
former executive of White Motor Company, 
and Henry G. Dalton, senior partner, Pick- 
ands, Mather & Company. 


less 


PLANS FOR REOPENING OF TRUST COMPANIES IN DETROIT 


Company were subjected to demands which 


Michigan was the ‘storm center which 
through its declaration of a statewide holi- 
day perhaps did more than any other devel- 
opment to precipitate the climax of a nation- 
wide banking holiday. In the course of much 
extraordinary pressure and not 
any mismanagement or weakness on the part 
of trust management itself, the Detroit Trust 
Company and the Union Guardian Trust 


because of 


for the appointment of conservators 
to conserve Both the Detroit and 
Union Guardian Trust Companies enjoyed 
the highest confidence of their connections 
and the people of the community and their 
temporary lodgement under conservatorship 
has naturally resulted in hardships and 
leaves a void in fiduciary service in Detroit. 


called 


assets. 
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Promises are bright for early resumption 
of normal business, both by the Detroit Trust 
Company and the Union Guardian. Both in- 
stitutions, during the conservatorship have 
been functioning actively and fulfilling all ob- 
ligations, The Detroit Trust Company is ex- 
pected to resume under its own sails this com- 
ing fall and may be counted upon under the 
guidance of Ralph Stone and his loyal asso- 
ciates again to pursue its successful and effi- 
cient policies. 

Plans have recently been made known rela- 
tive to the reorganization of the Union Guar- 
dian Trust Company as exclusively a fiduci- 
ary institution, as provided and encouraged 
under newly enacted state laws. Plan of re- 
organization is outlined in a letter to 2,000 
depositors in its banking department and 
which has the approval of Rudolph E. Reich- 
ert, State Banking Commissioner, and George 
H. Kirchner, the conservator. The plan has 
already received approval of depositors rep- 
resenting 40 per cent of deposits and accept- 
ances are coming in satisfactorily as the de- 
positors become familiar with the advantages 
of reorganizing along distinctive trust lines 
as contrasted with the costly alternative of 
receivership. The reorganized trust company 
would have a capital of about $1,000,000, 
represented by good bankable assets and cash 
segregated for that purpose without requir- 
ing any new capital. <All other assets, not 
pledged, will be placed in a trust to be liqui- 
dated for the benefit of depositors. Into this 
trust would flow net earnings from the trust 
company and also any surplus remaining after 
the liquidation of the Reconstruction Finance 
Corporation loan. The trust would be 
charged with all costs of administration and 
operation. <All asests heretofore pledged to 
the R, F. C. for existing loans to the trust 
company would be liquidated for repayment 
to the corporaton. 


NEW BANK PLANNED TO FINANCE 
SOUTH AMERICAN TRADE 

A new bank with $5,000,000 to operate un- 
der the Edge Act, is planned by a group of 
American manufacturers connected with the 
American Manufacturing Export Association, 
to promote financing of trade with South 
American countries and to re-establish cred- 
it and financial relations, A committee of the 
American Manufacturers Association is con- 
ferring with the Reconstruction Finance Cor- 
poration with a view to acceptance of appli- 
cations for loans from the proposed banks. 


The First National Bank & Trust Company 
of Kearney, N. J., has been licensed to resume 
complete banking functions. 


PLYMOUTH, MASSACHUSETTS 


A Vacation Paradise on 

Cape Cod Bay. Sandy 

beach.. surf bathing. . 

swimming pool. . golf 

course on hotel grounds.. 

wonderful food . . typical New Eng- 

land dishes .. Attractive Reduced 
Rates and Special Discount. 


Direct Motor Service 
From New York to Both Hotels 


SPECIAL VACATION TOUR 


9 Days $60. » 


Including 


TRANSPORTATION 
ROOM AND MEALS 
SIGHTSEEING 


Both Hotels Under 
CHARLES A. DOOLEY, Management 


The Mn. sii 
MPP AYLLDWE Taare 


FIRST CLASS ACCOMMODATIONS «. 
SURPRISINGLY 
LOWRATES _ 
Bathing Direct from Hotel 


to CRAIGVILLE BEACH + CAPE COD 
Address Hotel Mayflower, Hyannis,Mass. for folder 
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She 
WASHINGTON LOAN 
and TRUST COMPANY 


WASHINGTON, D. C. 


PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


Central Office 
F Street at 9th, N. W. 


PROGRESS OF NEW HIBERNIA NATIONAL 
OF NEW ORLEANS 

The newly organized Hibernia 
Bank of New Orleans, which 
former Hibernia Bank & Trust Company is 
registering most favorable progress with an 
increase of $1,500,000 up to June Ist, over 
the amount with which the new bank started 
on May 23, namely $14,165,000. This increase 
is a test of the confidence which the Hiber- 
nia organization Commands in its community 
and is a tribute to the old management. AIl- 
though operating under a new national char- 
ter the traditions and contacts of the former 


National 
succeeds the 


A. P. IMAHORN 


President, The Hibernia National Bank in New Orleana, 
Louisiana 


Member 
Federal Reserve System 


West End Office 
17th St. at G, N. W 


Hibernia Bank & Trust Company are pre- 
served with Rudolf S. Hecht as chairman of 
the board of the new bank and _ practically 
all other members of the executive force and 
personnel retained. Among the latter, it is 
especially agreeable to his many banking 
friends to find the name of Fred W. Ells- 
worth as vice-president. 

In the new Hibernia National the sum of 
$14,000,000 was made available to depositors 
of the old Hibernia with remainder of as- 
sets not taken over by the national bank, 
in process of liquidation conducted by R. N. 
Sims and J. Edward McGuire. The _ presi- 
dent of the Hibernia National is Albert P. 
Imahorn, who was manager of the local 
agency of the Reconstruction Finance Cor- 
poration, and who by experience and be- 
cause of his high standing in the community, 
is eminently qualified to work shoulder to 
shoulder with Chairman Hecht and their as- 
sociates in again giving to the name of “Hi- 
bernia” the distinction and 
it commanded for many years, not only in 
New Orleans, but throughout banking cir- 
cles in the South and the United States. 


respect which 


VICE-PRESIDENT OF MERCHANTS SECUR- 
ITIES CORPORATION OF MOBILE 

Ralph B. Wells was recently elected vice- 
president of the Merchants Securities Cor- 
poration of Mobile, Ala., affiliated with the 
Merchants National Bank of that city. Mr. 
Wells was formerly located in Knoxville and 
Atlanta where he represented the Bankers 
Trust Company of New York from 1924 to 
1927. In 1927 he became associated with the 
Equitable Trust Company of New York as 
Manager of its Chicago office. This post was 
held by him until the merger of the Equitable 
Trust with the Chas National Bank, at which 
time he became midwestern representative 
for the Chase National. 
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QUASI-DICTATORIAL POWERS 
OVER CURRENCY AND CREDIT 


JAMES W. ANGELL 


Professor of Economics of Columbia University 

Inflation may in fact be the only path out 
of the present depression, for us, but it is 
a path which I view with the gravest mis- 
giving. Past experience, including our own, 
gives little ground for confidence in the suc- 
inflationary measures, even when 
operated by the most astute politicians; and 
gives little ground for hope that, by so-called 
“control,” it can be kept within predeter- 
mined limits. 

The usual course of inflation is first a sub- 
stantial initia! stimulus, such as we are now 
beginning to experience; then a period of dis- 
organization and and then either a 
painful struggle back to a stable currency 
base, or a tragic plunge into that vortex of 
prices and increasing quantities of 

Which eventually destroys the cur- 
itself. If there were guarantee 
that inflation in any form would really re- 
vive business activity more than momentar- 
ily, and would bring back lasting prosperity, 
I would be the first to support it. As far 
as past history and general reasoning afford 
a guide, however, just the opposite is the 
Inflation, as a cure for business de- 
pression, simply does not work: at the end, 
it leaves the country only with a huge bal- 
ance of net loss and suffering. 

With such an outcome almost surely as- 
certainable in advance, it seems to me merely 
irrational to embark on that course of ac- 
tion. We have yet to explore the effects of 
reciprocal tariff reductions, of other forms 
of international cooperation, and of many 
sorts of internal adjustments which are now 
in process. Instead, we are helping to force 
the world and ourselves back to where we 
were in 1919; and the odds in our favor are 
rather smaller now than they were then. 

The hope I see in the situation is the hope 
that the quasi-dictatorial over cur- 
rency and credit given to the Administration 
has the effect of choking off the more irre- 
sponsible projects and that the Administra- 
tion will make little or no actual use of these 
powers, unless for individual relief pur- 
poses; and that through patience, the work- 
ing out of innumerable adjustments now 
taking place, and adherence to sane coun- 
sels, a way out of the present morass will 
be found. Shot-in-the-arm schemes are al- 
most certain, in the long run, to do more 
harm than good: we cannot, by overnight 
magic, transport ourselves into the millen- 
nium. 
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A Reminder \/ 


Business 
Insurance 
Whe we mnie 


you at this time of business 
life insurance as a means of 
strengthening credit in busi- 
ness entities where earning 
power is dependent on the 
personality or knowledge of 
a “key”? man. 


LIFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 


A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection including An- 
nuities and also Group forms for firms and 
corporations. 


T.C.M. 6-33 


R. M. ESTES ENGAGES IN FIDUCIARY 
TAX SERVICE 


Representatives of trust companies who 
have had occasion to deal with the Bureau 
of Internal Revenue at Washington in con- 
nection with fiduciary or other tax adjust- 
ments or appeals, have most frequently come 
in contact with R. M. Estes, deputy commis- 
sioner in charge of miscellaneous units and 
in charge of federal estate and excise tax 
matters. It is of interest to advise that Mr. 
Estes has relinquished his connection with 
the Internal Revenue Bureau of which he 
was the ranking executive in length of serv- 
ice, to establish in Washington an indepen- 
dent practice of tax matters before the Bu- 
reau and associated with Brewster, Ivins & 
Phillips as counsel in the Southern building, 
S05 Fifteenth street, N. W. 

Mr. Estes has had a long and honorable 
career as an official of the Revenue Bureau 
and is especially experienced in tax matters 
relating to estates and fiduciary interests. 
He served as deputy commissioner from 1923 
to 1983 and prior to that served as assistant 
deputy commissioner under the late Judge 
MacKenzie Morse, who also served as As- 
sistant Secretary of the Treasury and Judge 
of the Court of Claims. 
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POUCOULUCHIQUCCOTOCTOUESOttEaE 


HOW UTILITY BONDS HAVE SURVIVED THE DEPRESSION 


F. V. HENSHAW 
Of Wood, Struthers & Company, New York 


Looking at one of the usual charts showing 
the price trend of bonds from 1931 to date, 
it will be seen that the prices of second-grade 
rails follow a line resembling a_ vertical 
cross-section of the Himalaya Mountains, 
While high-grade rails and industrials more 
closely resemble the slopes of Mt. Washing- 
ton. At the top is a stout bridge across the 
canyon which dips in the center like a sus- 
pension bridge. According to the particular 
chart that I have in mind, an investor who 
bought an equal number of the public utility 
bonds selected therein, at the highest aver- 
age price, and sold them at the lowest aver- 
age price during a period of two and one- 
quarter years would have suffered a loss of 
about 11% per cent of his capital: at today’s 
prices, he would lose about 7% per cent. In 
a similar transaction in the selected indus- 
trials, the would be approximately 35 
per cent and 28 per cent, respectively. 

Some facts as to legal utility bonds in the 
state of New York may be of interest. Util- 
ities in that state have been legal only since 
March, 1928. The original list of legal bonds 
was largely tentative, since the Banking De- 
partment had not had time to procure the 
necessary information. Counting all bonds 
that were either approved or tentatively sug- 
there were 225 issues of ST compa- 
nies. On December 31, 1932, there were 202 
legal companies. Of the 23 
issues that disappeared, 12 were stricken off 
because of failure of the companies to fur- 
nish the necessary information: three issues 
matured or were called: six two 
companies were removed because the com- 
panies increased their debt above the legal 
limit; and, only tivo issues of one company 
lost their legal position by reason of failure 
of the company to earn the required margin 
over bond interest. The result of the ex- 
treme business depression of 1932 will—as 
far as I can make out—remove the bonds of 
only one important company, although there 
are, of course, several close to the edge. 
Note, however, that even the one “goat 
among the sheep,” cast out in 1932, is still 
some distance from default, while the impor- 
tant company likely to go off the legal list 
this year is earning its charges by an amount 
that status. 


loss 


gested 


issues of 73 


issues of 


insures the legal 


Company after company, during a year of 
bitter distress—with our major industrials 
commonly incurring large  deficits—have 
earned from two to four times fixed charges, 
in the electric, gas and telephone industries. 
While the utilities cannot go quite the way 
of the railroads, they can be squeezed to 
death between rate reductions at the bot- 
tom and taxation at the top. But, after all, 
are not the American people very much in 
the same _ position-——between reductions in 
Wages and increased taxation? 

To sum up. I do not think that the holder 
of any sound operating utility bond need 
have any fear of impairment of his invest- 
ment, as a result of rate cutting or taxation. 
Under anything that could be called fair 
rate regulation and taxation, such operating 
utilities have demonstrated their ability to 
earn enough to maintain the integrity of 
their debts under any conditions much short 
of industrial prostration. 


TAX ON CORPORATIONS UNDER THE 
INDUSTRIAL RECOVERY BILL 

Under the provisions of the Industrial Re- 
covery Act which became effective with the 
signing of the measure by the President on 
June 16, a tax of 5 per cent is applied to all 
corporation dividends and deductible at the 
source, which is expected to raise $70,000,- 
000 new revenue. An excise tax of one-tenth 
of one per cent of the net worth of corpora- 
tion capital stock is effective June 50, from 
which the Government expects to obtain an- 
other $80,000,000. An additional 5 per cent 
levy is placed on that portion of the corpora- 
tion’s net income exceeding twelve and one- 
half per cent of capital stock value. 

The new National Bank of Commerce of 
Memphis, Tenn., which has taken over the 
deposit liabilities of the Bank of Commerce 
& Trust Company, is headed by W. R. King 
Leslie A. Thornton as_ vice-president 
and cashier. T. W. Vinton is trust officer. 

The Barnett National Bank of Jackson- 
ville, Fla., is celebrating its fifty-sixth anni- 
versary with deposits of over $15,000,000. 

A new high record of deposits has been 
attained by the postal savings system with 
total of $1.157.000,000 on May Ist. 
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FEDERAL DEPOSIT INSURANCE 
PLAN DIFFERS FROM PREVIOUS 
EXPERIMENTS 


ALDEN ANDERSON 


President of The Capital National Bank of 
Sacramento, Cal. 


Because of the sad record of the past few 
years, bank deposit guaranty or insurance 
has been brought to the front and has been 
incorporated in the new national bank law 
legislation. In the past, when the question 
of guarantee of deposits was broached, good 
bankers unanimously opposed as the 
principle of its application was wrong, that 
is of having good banks guarantee the de- 
posits of poor banks without any limitation 
as to the interest rates that the weaker, less 
experienced and less capable bankers could 
pay to attract deposits. In the several states 
Where such laws were enacted, the better 
bankers went out of the state system and 
the result was that when the poorly managed 
banks failed they could not raise the funds 
necessary under their proposed plan to pay 
the deposits and all such laws went off the 
statute books, and properly so. 

The idea now is different. It is one of 
having the Government, through the earnings 
of the Federal Reserve Bank participate in 
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raising the funds to guarantee depositors of 
closed banks and if such a sum is not suffi- 
cient there will be levied a small tax on the 
deposits of all increase the fund 
to an estimated proper amount. I can see 
no impropriety whatsoever in this idea, To 
my mind it will be safe and sound; it will 
build up the confidence of the people who 
do business with the banks, and whatever 
fraction of 1 per cent that the banks will 
pay on their total deposits will have to be 
charged as a necessary expense of the bank- 
ing business. With this provision there is 
coupled a limitation of interest that banks 
can pay on deposits. 


banks to 


Fred’k M. 
York, 


VALUATION OF REAL ESTATE, by 
Babcock. McGraw-Hill, New 
1932; 572 pps. $5. 

A survey of valuation methods, showing 
economic background, theory of valuation, 
preparation of data, and methods of proce- 
dure in fixing values for appraisal purposes 
and forecasting revenues and expenses of 
real estate. Thoroughly illustrated according 
to 105 types of properties and sets of cir- 
cumstances. Presents a practical study of 
technique of appraisal, including evaluations 
of leaseholds and equities. 
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DEPOSIT INSURANCE AND GOVERNMENT 
CONTROL OF BANKING 


(Continued from page 643) 

whether there should be a decentralization 
of all banking functions or a mere segrega- 
tion of commercial and savings banking; 
whether banks should have any relation 
whatever to the sale of securities, the under- 
writing of bond issues or investment bank- 
ing; whether branch banking should be per- 
mitted and extended throughout the nation, 
or within the boundaries of states or eco- 
nomic areas; then voice your decision. If 
foolish competition has lead to the payment 
of exorbitant rates of interest on savings or 
commercial accounts, admit it and stop it. 
The new Glass Bill prohibits payment of 
any interest on demand deposits and, autho- 
rizes the Federal Reserve Board to regulate 
interest on all other accounts. Discover and 
concede the harmful and improper practices 
which prevail and set about their elimina- 
tion. 

The American people are traditionally 
honest and fair. They will readily under- 
stand the justice of the bankers’ position and 
will approve and applaud their courage and 
wisdom. They know that a bank to be sound 


must be profitably operated and will cheer- 
fully accept the suspension of costly and 
needless free service and pay for that which 
is wanted. 

It is my belief and my conviction that 
we cannot emerge from this depression un- 
and until we can foolish fear, 
throw off absurd hysteria, and force a _ re- 
vival of confidence. First we must again be- 
lieve in ourselves, then in our institutions 
and our governments. Without respect for 
self—moral courage—we labor under the in- 
fluence of an _ inferiority complex which 
threatens belief in the prime motive of life 
and the very fundamentals of existence. With 
much less concrete evidence we believe in 
Deity. Surely our faith is sufficient to em- 
brace belief in that which is material and 
susceptible of manifestation. I insist that 
confidence can be restored by intelligent and 
courageous conduct on the part of our lead- 
ers which, by sheer infection, will inspire 
the people and bring them to their senses. 


less dispe} 


We cannot bank on our government unless 
it can bank on us. Banking on each other 
our financial future is assured and our 
Democracy can lead the world back to peace 
and prosperity and to the fulfillment of our 
ultimate destiny. 
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NATIONAL CITY COMPANY CHANGES 
TITLE 

James H. Perkins, chairman of the board 
of the National City Bank of New York, an- 
nounces that the National City Company has 
changed its corporate title to “The City Com- 
pany of New York, Ine,’ coincident with re- 
moval of offices to 44 Wall street. The City 
Company of New York, Ine., will carry on 
an investment security business and_ will 
maintain branch offices in the United States 
and abroad, Joseph P. Ripley will continue 
to head the organization as executive vice- 
president. 


A new bank is being organized in Peters- 
burg, Va., to succeed the closed First Na- 
tional Bank & Trust Company. Capital will 
be $500,000. 

The national debt of the United States has 
increased $2,798,000,000 during the past year 
to a teral of $21,835,385,981 as of June 1, 
1933. 

A new Clearing House Association has been 
organized in Detroit with Walter S. Dunham, 
president of the Detroit Savings Bank as 
president and Walter S. McLucas, presi- 
dent of the newly formed National Bank 
of Detroit, as vice-president. 





TRUST 


FUTURE OF MUNICIPAL BONDS AS 
INVESTMENT FOR SAVINGS AND 
TRUST FUNDS 


CARL M. SPENCER 
President of Home Savings Bank of Boston 


A period of probation lies ahead for the 
municipal bond before it returns to its for- 
mer favor as investment 
and trust funds. <A tremendous change for 
the municipal bond investor has taken place 
in the last 
has been 
narrowed 
contingency 


for savings banks 


five years. His sense of security 
undermined, his market has been 
and his remedies for default, a 
hit»erto unsuspected, have be- 
come uncertain. Municipal bonds no longer 
are Classified next to government as second- 
ary reserve for emergencies. This is true 
even of the short term municipal note, is- 
sued in anticipation of revenue, for which 
there formerly was a ready market. 

The remedy depends partly upon legisla- 
tion, Federal and state, but more upon econ- 
my, efficient operation, wise accounting and 
fiscal planning by municipalities themselves. 
Aid to farmers, Federal relief, mortgage and 
home loan refinancing, new bankruptcy laws, 
lending of state or Federal credit, legislation 
to regulate municipal operations and loans, 
the effect of inflation as a relief to debtors 
generally, and a genuine, even if slow, re- 
vival of business may be expected eventually 
to solve all but the most desperate cases. 

The laxity of municipal accounting meth- 
ods, the short-sightedness of fiscal practices, 
the lack of vital information, have made it 
difficult for the municipal investor to get a 
true picture of the values behind his bond. 
Carelessness and inefficiency have played 
their part even when downright dishonesty 
or evasiveness has not been present. Politi- 
eal influences have ruled and scientific ap- 
praisal, accountaney and fiscal methods have 
been conspicuous by their absence. Reforms 
are needed and will come in response to en- 
lightened public opinion and the pressure 
which the cautious investor will inevitably 
exert. 

The troubles of municipalities, however, lie 
not in figures and reports, but in the facts 
and causes behind them. The growth of ex- 
penditures and debt, extravagances indulged 
in by heedless voters, wastes resulting from 
graft and political corruption, increasing de- 
mands for unemployment relief, finally have 
brought the average municipality to the 
point where the burden scarcely can be met 
by the taxpayer out of his diminished in- 
come and resources. 
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Havana 


ADVANCED TRUST TEXT BOOKS IN 
THE MAKING 

A summary of the extensive collaboration 
and testing which has been conducted for 
several years in the compilation of stand- 
ardized textbooks on trust work and which 
is nearing completion, was given at the an- 
nual meeting of the American Institute at 
Chicago recently, by Henry E. Sargent, sec- 
retary of the Trust Division of the American 
Bankers Association. These textbooks, two 
in number and carrying on the educational 
design for class study courses, will represent 
the best judgment and experience of trust 
men associated with the American Institute 
of Banking and the Trust Division of the 
American Bankers Association. 

Mr. Sargent in his address dwelt upon the 
evolution of trust business, both in volume 
and in character, showing that while suc- 
has attended the institutions engaged 
in furnishing efficient service, the matter of 
providing educational facilities for ‘those 
coming up in trust business or for the 
next generation, has lagged behind. He 
pointed to the progress made through the 
Trust Division and other fiduciary associa- 
tions in developing uniform schedules for 
trust fees of which there are now twenty- 
three in operation in different cities. Mr. 
Sargent also traced the progress in advance- 
ment of methods and policies governing trust 
development. He commended especially the 
“State of Trust Principles” issued recently 
by the Trust Division and which owes its 
initiation largely to President R. M. Sims 
of the Division. Mr. Sargent described the 
work and scope of the proposed trust text- 
books, progressively pursuing the trail of 
education from its elemental phases of prin- 
ciple, operative functions and covering the 
ground fully for students from all adminis- 
trative, policy and legal phases as evolved 
through actual experience. 


cess 
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ADVERTISING WHICH MAKES BANKING 
FUNCTIONS CLEAR TO CUSTOMERS 
There has been much discussion among 

bank advertising men as to the real present 

job of bank advertising and how to direct 
publicity most effectively to the restoration 
of public confidence and educating banking 
depositors and borrowers as to the services 
they obtain, as well as their oligations to- 
wards the banks with which they deal. The 
answer as to how banks should advertise 
these days is interpreted most efficiently in 

a series of display newspaper advertisements 

put out by the State-Planters Bank and Trust 

Company of Richmond, Va., which has a 

backing of nearly seventy years of service. 
It will repay every bank and trust com- 

pany advertising man to secure copies of 
this advertising and to study the 
text matter. The language is clear and pre- 
cise. The subject of banking service, from 
all angles, is treated with a frankness and 

clarity which cannot fail to make deep im- 

pression and give the bank depositor and 

customer a keener sense of the kind of co- 
operation he should expect and how he can 
cooperate with his bank for mutual results. 

The text matter covers such essentials as an 

explanation of true banking principles; duty 

of depositors; loans to individuals ; commer- 
cial loans and how they are made; vital 
facts as to banking credit: tested require- 


series of 
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ments in place of arbitrary rules of manage- 
ment; the bank’s first duty to safeguard de- 
positors and how checks are paid. The State- 
Planters Bank & Trust Company is to be 
complimented on its timely series of adver- 
tisements. 


REPUDIATION OF BONDS BY ARKANSAS 
PROTESTED 

A bondholder’s committee, representing 
savings banks and life insurance companies, 
has been organized to resist the attempt on 
the part of the State of Arkansas to repu- 
diate $91,000,000 highway and bridge bonds 
issued from 1927 to 1931 and many of which 
are held in trust funds and as investments 
by savings banks and life insurance 
panies. The committee is headed by William 
L. DeBost. president of the Union Dime Sav- 
ings Bank of New York. The claim of repu- 
diation is based on action of the state legis- 
lature in making appropriations from other 
tax revenue in violation of the rights of 
holders of the bonds in question and in neg- 
lecting to make provision under new laws 
for payment of interest on old bonds. 


com- 


long term indebtedness of 
corporations, individuals and governmental 
agencies throughout the United States now 
aggregates $134,000,000,000. 


The aggregate 
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Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


FRANK C. McKINNEY 
Member of New York Bar and Author of “‘Trust Investments”’ 


[ LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. ] 


TENANCIES BY THE ENTIRETY AND 
INHERITANCE TAXES 


(Important New York decision on in- 
heritance contrasted with the 
United States laws.) 


tares as 


In affirming recently a decision by Surro- 
gate Wingate the New York Appellate Divi- 
sion has held unconstitutional the practice 
of the state in inheritance 
against estates by the entirety. In a tenancy 
by the entirety both parties, usually husband 
and wife, have fully vested rights in the 
entire property. In the Estate of Weiden, 
the husband and wife owned real estate as 
tenants by the entirety. The husband died 
and, in accordance with practice, the State 
Tax Commission levied an inheritance tax 
upon the whole estate. Suit was brought to 
have the tax declared unconstitutional. This 
involved Section 10-C of the Tax Law of 
1930, under which the tax was assessed. The 
result of this decision, if it is affirmed by the 
Court of Appeals, will be a loss to the state 
in taxes and a refund to many estates which 
have paid the tax. 


taxes 


assessing 


As to the taxation of tenancies by the en- 
tirety by the United States, a different rule 
applies. In the recent case of Long vs. Com- 
missioner, the United States Supreme Court 
interpreted the Federal income tax laws as 
to the basis for determining gain or 
where an estate by the entirety was sold. In 
referring to its prior decision in Tyler vs. 
United States, 281 U. S. 497, the Court said 
that a transfer tax is properly imposed where 
one of the tenants by the entirety dies, for 
the reason that under Section 202 ¢, of the 
Revenue Act of 1916, the death of one of the 
transfer of property, but 
such an accession of 


loss 


tenants is not a 
the death results in 


rights in the control of the property as to 
make appropriate the imposition of a tax on 
the result. ‘ 


DOWER RIGHTS IN NEW YORK 
(A widow is not entitled both to her 
dower rights and her portion as benefi- 
ciary to a will.) 

In the matter of the Estate of Lott, the 
Surrogate of Kings County, New York, has 
just rendered an important decision in con- 
nection with the dower rights of a widow. 
The value of the estate was over $400,000, 
consisting of real and personal property, the 
more valuable portion being real estate. The 
widow sought to obtain both her dower rights 
and her portion of the estate as beneficiary 
under the will. Nieces of the decedent ob- 
jected to the claim of dower rights which 
amounted to approximately $60,000. If the 
dower right was allowed it would cut down 
their interest in the residuary estate, The 
Surrogate ruled that under the laws that had 
existed in 1923 the widow was not entitled 
to her dower rights and also to her life es- 
tate since this would be inconsistent. 


SETTLEMENT OF ACCOUNT OF TRUSTEE 
(Mistakes on the part of the trustee in 
making payment to the life tenant may 
be remedied in equity.) 

In Matter of Eilert, recently decided by the 
California District Court of Appeals, it ap- 
peared that the trust estate consisted chiefly 
of stock in a certain corporation. Without 
the knowledge of the trustee, the corporation 
had been reducing some of its assets to cash 
and had been distributing the cash as divi- 
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dends. The trustee had paid out these divi- 
dends to the life tenant. Under its equitable 
powers the court properly ordered the trus- 
tee to withhold moneys to which the life 
tenant would ordinarily be entitled, until 
the trustee should recover from future divi- 
dends the amount mistakenly paid to the life 
tenant. 


APPRAISAL OF ESTATES 
(Uncertain financial conditions must 
be considered in connection with proper 
appraisals of estates.) 

The decision of Surrogate Slater of New 
York In re Estate of Sonn, is authority for 
the following important rules: 1. In view of 
present financial conditions city assessments 
of real estate made a year before decedent’s 
death are not determinative of the fair mar- 
ket value at the time of death. 2. Where the 
value of real and personal property is un- 
certain at the date of decedent’s death, valu- 
ations may be determined in the light of sub- 
sequent events. 3. Second mortgages may be 
appraised as of no value where subsequent 
events show that the mortgages are value- 
less because of defaults of the owners of the 
property. 


COMPANIES 


NEW YORK TRANSFER STAMPS 
(Importance to the seller of affixing 
stock transfer stamps.) 

The case of Cooper vs. Gossett, decided by 
the Appellate Division of the Supreme Court 
of the State of New York, 89 N. Y. Law Jour- 
nal 1181, is important as indicating the 
strictness of the law requiring stock transfer 
stamps to be affixed by the seller to the stock, 
or the memorandum of sale. Suit was 
brought to recover $425 on a promissory note 
representing the balance of the purchase 
price of the stock. The seller lost his right 
of recovery by reason of neglect to affix the 
stock transfer stamps. The Court said that 
although equitable consideration would or- 
dinarily estop a purchaser from taking ad- 
vantage of his failure to keep his promise 
to affix the stamps for the seller, whereby 
the seller was misled into believing that the 
stamps would be affixed, nevertheless the 
force of the statute requiring the seller to 
affix the stamps could not be disregarded. 
Public policy requires the statute to be en- 
forced and overrides all of the seller’s equi- 
ties. It is his duty and it may not be dele- 
gated to anyone else or left to the fund. 


RUINOUS EFFECTS OF DELIBERATE 
INFLATION 
(Continued from page 640) 
tinct improvement in morale but in the fig- 
ures in which material prosperity is meas- 
ured. 

The worst danger lies in the creation of 
such a popular demand for currency debase- 
ment by those who possess a personal and 
selfish interest in the matter that our repre- 
sentatives will be forced to exercise the pow- 
ers of currency debasement which have been 
conferred upon ‘them. It is therefore the duty 
of every man who is in a position to under- 
stand the dangers of currency debasement to 
do everything in his power to make it clear 
to the people of these United States that in 
that direction lie madness, ruin, destruction 


and dishonor. 


? ? o, 
“ “ ~e 


Robert W. Harden, vice-president of the 
Westfield Trust Company of Westfield, N. J., 
has been elected to represent the New Jersey 
Bankers Association on the executive coun- 
cil of the American Bankers Association. 

Directors of the Baltimore Trust Company 
have approved a plan for reorganization and 
plans were announced for formation of a new 
national bank, to be known as the Baltimore 
National Bank, with a capital of at least 
$2,000,000. 
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TODD COMPANY INTRODUCES NEW 
MERCHANDIZING METHODS 

Todd 
has 
hanks, 


The 
which 
plying 


Company of Rochester, N. Y., 
successfully specialized in 
trust and others 
with protective check designs and 
paper, announces a new organization 
and merchandising plan which will increase 
sales efficiency and representation. Inciden- 
tally it will discourage the so-called “trade- 
in” allowance evil on old equipment by re- 
ducing gross prices of all its machines and 
products with fixed allowances on old mate- 
rial based on actual market values. 

Management of the Protectograph Divi- 
sion and Bankers Supply Division products 
of the company will be coordinated and con- 
trolled by twenty-six zone differ- 
ent parts of the country. This will replace 
the former sales organization of eighty Pro- 
tectograph Division branches, and sixiy 
bankers Supply Division traveling represen- 
tatives who reported directly to Rochester. 
The waste and duplication of effort, which 
resulted from two separate divisions 
operating in the same territory, will be elim- 
inated, and greater selling opportunities 
opened for salesmen. Managers will be paid 
hereafter by salary and bonus. 


sup- 
companies 
devices, 
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sales 





NEW YORK STATE BANKERS 
ASSOCIATION CONVENTION 

Current economic and financial problems 
were discussed at the recent annual conven- 
tion of the New York State Bankers Associa- 
tion held at Lake Assemblyman 
Willis H, Sargent, chairman of the New York 
State Assembly committee on banks, de- 
scribed important legislation passed at the 
last session affecting banks and trust com- 
panies. Henry Bruere, president of the Bow- 
ery Savings Bank of New York, described 
the plan of the New York Guaranteed Mort- 
gage Protection Corporation created by au- 
thority of legislature to protect holders of 
guaranteed mortgages and guaranteed mort- 
gage participation certificates. A round ta- 
ble of discussion on economic and financial 
matters, conducted by Sr. Benjamin M. An- 
derson, Jr., economist of the Chase National 
Bank, was one of the features of the conven- 
tion. William K. Payne, chairman of the 
Auburn-Cayuga National Bank & Trust Com- 
pany of Auburn, N. Y., and Rowald H. 


George. 


George, investment specialist, were among 
the other speakers. H. H. Griswold of the 


First National Bank & Trust Company of 
Elmira, presided as president of the associa- 
tion. 
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PAUL BESTOR BECOMES ASSOCIATED 
WITH PRUDENTIAL LIFE INSURANCE 
COMPANY 


Announcement was made recently from the 
home office in Newark of the Prudential Life 
Insurance Company of America, that Paul 
Bestor, former Federal Farm Loan Com- 
missioner and member of the Reconstruction 
Finance Corporation, will become associated 
with that company. Recognized as a fore- 
most authority on farm loans, Mr. Bestor 
will serve in a supervisory capacity in that 
phase of the Prudential’s investment activi- 
ties, thus participating in the executive di- 
rection of the Prudential’s American and 
Canadian farm loan investments which on 
June Ist, comprised nearly 37,000 individual 
loans for a total of more than $195,000,000. 
Through this acquisition the Prudential se- 
cures a member for its mortgage loan staff 
assuring the fullest measure of service to 
borrowers. 

Mr. Bestor was born in Clearfield, Ia., in 
1882, and was educated at Yale, where he 
graduated in 1910. In 1915 he became en- 
gaged in the developing and farming of lands 
in Pemiscot County, Missouri, and in 1920, 
was elected to the Missouri House of Repre- 
sentatives, serving there for two years, or 
until his appointment as registrar of the 
6th Federal Land Bank District. He served 
from 1922 to 1929 as president of the Fed- 
eral Land Bank of St. Louis and in 1923 be- 
came associated with the Federal Interme- 
diate Credit Bank in the same city. On 
May 3, 1929, Mr. Bestor was appointed a 
member of the Federal Farm Loan Board 
and it was on May 16, or 13 days later, that 
he was designated Federal Farm Loan Com- 
missioner. This latter appointment was re- 
newed in 1931 and in 1932 he became a mem- 
ber of the Reconstruction Finance Corp. 

A group policy involving a total of $862,- 
500 has recently been issued by the Pruden- 
tial Insurance Company of America on the 
lives of 511 emnloyees of the Peoples Bank 
& Trust Compa.’ and Associated Com- 
panies, with headquarters at Coshocton, O. 
The employees of these companies and the 
Peoples Bank & Trust Company are eligible 
to protection ranging in amounts’ from 
$1,000 to $10,000. The policy is of the con- 
tributory type, the employees themselves 
sharing in the payment of the premiums with 
the employing company. 


Plans are proceeding to reopen the Old 
First National Bank & Trust Company of 
Fort Wayne, Ind., on an unrestricted basis. 


REORGANIZATION OF THE WORCESTER 
BANK AND TRUST COMPANY 

Favorable plans have been developed for 
reorganization of the Worcester Bank & 
Trust Company of Worcester, Mass., provid- 
ing for the creation of the Worcester De- 
positors Corporation which will hold the 
stock of the Worcester County National 
Bank and of its affiliated banks as well as 
the stock of the Worcester Bank & Trust 
Company. The corporation will be adminis- 
tered by seven directors, who are serving 
without compensation and including men 
of financial and business prominence’ in 
Worcester. Charles <A. Barton, formerly 
vice-president and trust officer, has been 
elected president of the reorganized Worces- 
ter Bank & Trust Company. Officers and 
directors for the trust company have also 
heen chosen. 

Under the plan of reorganization provides 
for issue of beneficial certificates of the 
Worcester Depositors Corporation to deposi- 
tors and resumption of checking account 
credits on a graded basis. There is confidence 
that all deposit obligations of the Worcester 
Bank & Trust Company as well as of. affili- 
ated banks will be ultimately met in full 
under the plan to be put in operation shortly. 


PROMOTIONS BY IRVING TRUST 
COMPANY 


The Irving Trust Company announced sey- 
eral official appointments. William F. Doyle, 
assistant vice-president, was made a_vice- 
president: Charles W. Brugger, Charles J. 
Maurer and Charles ©. Wolff, assistant sec- 
retaries, chosen assistant vice-presidents, 
and Chester M. Carré and John C. Kingman 
became assistant secretaries. 


The American Security and Trust Com- 
pany of Washington, D. C., which recently 
completed its first year in its spacious new 
building opposite the United States Treasury, 
has installed a Bankers Inspection Table 
where continuous inspection is made of dis- 
carded papers of all departments. A transit 
department was recently organized by the 
company to handle out-of-town items. 

“Libel by Will” is the subject of an in- 
structive article in a recent issue of the 
American Bar Association Journal, written 
by Samuel Freifield of the Steubenville, Ohio, 
Bar. 

Eugene Meyers, former governor of the 
Federal Reserve Board, has purchased the 
Washington (D. C.) Post. 
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New York 


RECOVERY BASED ON SOUND AND 
NATURAL GROUNDS 


The last month has witnessed the most im- 
pressive advances in business activity and 
in price levels since the beginning of the de- 
pression, Thus far, the clearest evidences of 
recovery are largely confined to the heavy in- 
dustries and the security and basic commodity 
markets. But scattered reports indicate that 
constructive influences have also been felt in 
other branches of business where comprehen- 
sive statistical information does not become 
available so promptly as in the lines just men- 
tioned. Particularly encouraging are ‘the 
numerous instances of increased employment 
and higher wage rates that have been report- 
ed from all parts of the country. 

Under the circumstances, it is inevitable 
that the question should arise to what extent 
the recent improvement is due to normal ex- 
pansive forces and to what extent it is attri- 
butable to commodity hoarding inspired by 
the fear of currency and credit manipulation. 
This question—which is, unfortunately, very 
difficult to answer—is vital in its bearing on 
the outlook for the future. In so far as the 
current expansion represents a response to 
natural recuperative forces, its significance 
is wholly favorable. 

If inflation has played any part in recent 
developments, it has done so only by antici- 
pation. That may tend to indicate that the 
recovery is based on sound and _ natural 
grounds, or it may simply show how extreme- 
ly sensitive the price structure is to any 
doubts that arise concerning the stability of 
the currency. To the extent that the latter is 
the case, it may well be given most careful 
consideration by those who have assumed that 
inflation, or “reflation,” is a simple and con- 
trollable process whereby prices can be raised 
to a desired level by forcing a limited amount 
of new currency or credit into circulation.— 
(From the Guaranty Survey, published by the 
Guaranty Trust Company of New York.) 


IMMEDIATE EFFECT OF GLASS BANKING 
BILL ON NEW YORK BANKS 

There is no visible concern among New 
York bankers as to any possible adverse or 
unduly restrictive effect of the operation of 
the Glass banking bill passed by Congress 
and signed by the President, except as to the 
operation of the much-discussed deposit in- 
surance provisions. An immediate result,’ 
however, has been the termination of inter- 
est on demand deposits, beginning June 15th 
and as provided by the new act which pro- 
hibits payment of any interest on demand 
deposits by member banks. The law also 
provides that the Federal Reserve Board 
shall have authority, from time to time, to 
regulate the rate of interest on time deposits, 
but pending a definite ruling from the Board, 
the New York Clearing House banks and 
trust companies are paying one-fourth of one 
per cent on time deposits and three percent 
on thrift accounts, payable only on presen- 
tation of the pass book. 

Some uncertainty is manifested as to the 
effect of the prohibition of interest on de- 
mand deposits upon balances maintained by 
interior or out-of-town banks with their New 
York correspondent banks. There is the pos- 
sibility that some out-of-town banks’ will 
withdraw their New York balances on ac- 
count of loss of interest and transfer such ac- 
counts to their Federal Reserve Banks, on the 
ground that there remains no incentive to 
deposit with commercial banks rather than 
with Reserve banks. 

Any other possible adverse effect of the 
Glass bill has been largely discounted in New 
York owing to affiliate and other adjustments 
already made. Aside from the deposit guar- 
antee provision there is a general feeling that 
the new Federal banking laws will have the 
effect of improving public confidence while 
at the same time enforcing policies and 
practices which will serve as a prevention of 
weaknesses such as have precipitated bank- 
ing troubles in the past. 
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BOND DEPARTMENT REPLACES SECURI- 
TIES AFFILIATE AT CHASE NATIONAL 
BANK 

The Chase National Bank of New York has 
restored its bond department which replaces 
the Chase Harris Forbes Corporation in ac- 
cordance with action taken by stockholders 
last month approving previous recommenda- 
tions of the board which removes the bank 
and its affiliates from the general business of 
investment banking save as provided by the 
National Bank Act, The bond department 
will confine itself to dealing in U. S. govern- 
ment securities and high grade municipal 
bonds. New officers have been appointed in 
charge of the bond department as follows: 
vice-presidents, Jonas C. Anderson and Chas. 
F. Batchelder; second vice-presidents, John 
S. Linen and Leslie W. Snow; assistant cash- 
iers, Edward A. Crone, Walter W. Downing, 
John T. Inglesby, Jr., Arthur D. Lane and 
George Reeves. 

A number of executives and personnel of 
the former Chase Harris Forbes Corporation 
and of Harris, Forbes & Co. have organized 
the investment banking firm of Starkweather 
& Co. with branches in various cities. In 
closing up its affairs the Chase Harris Forbes 
Corporation its interest in Chase 
Harris Ltd., London, to British fi- 
nancial investors. 

In the interests of economy and to enhance 
surplus, the directors of the Chase National 
Bank have reduced the current quarterly 
dividend from 50 to 35 cents a share. An- 
nouncement was also made by the Chase Na- 
tional, following the changes in management 
and policy last month, of a reduction of $55,- 
700,000 in surplus and undivided profits to 
provide charge offs against losses and for ad- 
ditional Total capital structure 
now amounts to $205,500,000. | The belief 
Was expressed by directors that the bank 
will have substantial recoveries in many of 
the items which were subject to charge-off 
action. 
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ALBERT I. TABOR, Secretary 

ALFRED W. ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 
CHESTER A. ALLEN, 2nd Trust Officer 





INDUSTRIAL RECOVERY BILL CARRIES 
GOVERNMENT INTO BOLD EXPERIMENT 

The tremendous responsibilities assumed 
by the Federal Government in connection 
with the Industrial Recovery Bill enacted by 
Congress, ‘was discussed by Francis H. Sis- 
vice-president the Guaranty Trust 
Company of New York, in a recent address 
before the New York Building Congress. He 
said in part: 

“Among those who realize the full implica- 
tions of this drastic measure, the reaction is 
one of amazement at the tremendous respon- 
sibility that the Government is planning to 
assume. From the ethical point of view, 
there can be no quarrel with the theory that 
it is the duty of the state to promote the 
economic welfare of its citizens in any way 
that it is able. But the crucial question is a 
practical one: to what extent is the state able 
to discharge that duty? The modern eco- 
nomic system is both vast and complex, and 
its precise workings are beyond the compre- 
hension of any individual group. The 
Government, in assuming the responsibility 
of regulating its operation, is indeed taking 
a bold step. To perform the task with rea- 
sonable adequacy would appear to demand a 
higher grade of public service than has ever 
been achieved in the past. And for every er- 
ror, every miscalculation, every failure of 
the system to function according to expecta- 
tions, the blame would fall squarely on the 
shoulders of the Government. The bill will 
carry business into politics on a scale un- 
precedented in this country.” 
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A seat on the New 
recently was sold for 
price of the year. 

James P. Warburg, vice-chairman of the 
Bank of the Manhattan Company of New 
York, is attending the World Economic Con- 
ference at London as financial adviser under 
appointment from President Roosevelt. 
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DIVIDENDS DECLARED BY NEW YORK 
BANKS AND TRUST COMPANIES 

Earnings of New York banks and trust 
companies during the second quarter of the 
current year have fairly maintained 
and above dividend requirements. Consis- 
tent with requirements of economy and the 
advisability of building up reserves most of 
the New York banks reduced their dividend 
rates during the past twelve months while 
some have maintained their former rates. 
Among institutions announcing quarterly divi- 
dends for the second quarter are the Bankers 
Trust Company, Chase National Bank, Guar- 
anty Trust Company, Central Hanover Bank 
& Trust Company, National City Bank, Bank 
of New York & Trust Company, Chemical 
Bank & Trust Company, First National Bank, 
and the Bank of the Manhattan Company. 
The Fifth Avenue Bank declared a_ special 
dividend of $10 a share in addition to the 
last regular quarterly disbursement of $6 a 
share. 


been 


MANUFACTURERS TRUST ANNOUNCES 
STAFF TRANSFERS 

As a result of the resignation of Charles O. 
Ireland, vice-president in charge of the Dor- 
chester office, the Manufacturers Trust Com- 
pany of New York announces the following 
transfers: Paul R. Bellows, vice-president 
in charge of the Willoughby office, is placed 
in charge of the Dorchester office; Edmund 
J. Bellis, assistant secretary at the Willough- 
by office, is placed in charge of that office: 
Thomas Olsen, assistant manager at the Nos- 
trand office, assistant manager at 
Willoughby. 


becomes 


The Manufacturers and Traders’ Trust 
Company of Buffalo is eliminating its in- 
vestment department but will continue to 
deal in governments and municipal securities. 
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Rochester’s oldest trust company, 
located at the heart of the financial 
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TRANSFER TAX ON FOREIGN ISSUES 

The New York Stock Exchange has _ re- 
ceived from Frank S. McCaffrey, Deputy 
Commissioner of Taxation and Finance of the 
State of New York, a message reading in 
part as follows: “This department has 
found it will be necessary to consider and 
rule as to the taxability under the Stock 
Transfer Tax Law on each separate issue 
of American shares representing foreign se- 
curities. Until that action is taken tax is to 
be extracted at the rate of 3 cents per share 
for each American share selling under $20 
per share and 4 cents per share on each such 
share selling at $20 or more. Tax to be ex- 
tracted on certificates of deposit is to be 
based on the selling price per share of the 
represented by the certificate of de- 
and at the rate of ta effective on 
1933.” 


stock 
posit 
June 1, 


Permission has been granted for early reor- 
ganization and reopening of the National 
City Bank of New Rochelle, N. Y. 

An accounting recently filed by the City 
Bank Farmers Trust Company of New York, 
as executor, shows net value of the estate 
of the late David Belasco, the distinguished 
theatrical manager, amounting to $621,000. 
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THE NEW YORK STOCK MARKET 

Stock market prices attained their highest 
level on June 13 when the average for fifty 
of the leading shares reached 89.60 as com- 
pared with the low average for the year of 
46.85 registered on Mareh 2. It is note- 
worthy that the huge gain of $12,773,000,- 
000 during May in market values of stock 
listed on the New York Exchange, was ac- 
companied by an increase of only $206,017,000 
in brokers’ loans, indicating that the big 
upswing in the stock market has been financed 
almost entirely by cash buying. Trading on 
the exchange in May passed the 100,000,000- 
share mark and the high tide of transactions 
has been sustained during the first three 
weeks of June. The major influences affect- 
ing trading were attributable to the unpre- 
redented scope of economic recovery and other 
measures validated by Congress as well as 
the reactions of the dollar in foreign markets 
and the efforts to compose world-wide econo- 
mic and trade conditions at the London con- 
ference. 


TRANSFER AGENT AND REGISTRAR 
APPOINTMENTS 

Following are recent appointments an- 
nounced by New York banks anéd trust com- 
panies as transfer agent, registrar and agen- 
cies : 

The Bankers Trust Company has been ap- 
pointed registrar to register voting trust cer- 
tificates for capital stock of General Refrac- 
tories Co.; registrar for the 6 per cent cumu- 
lative preferred stock, Series A, of Daven- 
port Water Co. and registrar for the Cosden 
Oil Corporation’s preferred stock. 

The Chase National Bank has been ap- 
point transfer agent for the United States 
Rubber Reclaiming Company, Inc.; registrar 
for capital stock of the Air Conditioning In- 
dustries, Inc. and transfer agent for the Fisk 
Realty Corporation’s common stock and regis- 
trar for its common and preferred stocks. 

The Guaranty Trust Company has been ap- 
pointed Registrar for 434,474 shares of com- 
mon stock of the Hazel-Atlas Glass Co. 

The National City Bank is registrar for 
145,000 common shares of the Waco Air- 
craft Company. 

The Empire Trust Company is trustee for 
the I. Earle Simpson Investment Trust Cer- 
tificates A. 


National Bank 
ganized at Elmhurst, Queens, New York, to 
take over the business of the Elmhurst Na- 
tional Bank, the Newtown National Bank of 


The Fidelity is being or- 


Corona and the Ozone Park National Bank of 


Queens. 
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GEORGE H. NORRIS ELECTED VICE- 
PRESIDENT OF FIRST CITIZENS 
OF UTICA 

The First Citizens Bank & Trust Com- 
pany of Utica, New York, has appointed 
George H. Norris of that city to the post of 
vice-president in charge of the trust depart- 
ment, succeeding the late F. G. Reusswig. 
For several years, Mr. Norris was a director 
of the Citizens Trust Company, and chairman 
of the bank’s trust committee, Upon the 
merger of that bank with the First Bank & 
Trust Company, and the Utica Trust & De- 
posit Company in November, 1931, Mr. Norris 
continued as chairman of the trust commit- 
tee. Prior to this, he had many years’ ex- 
perience in investments, and therefore comes 
to his new position well acquainted with 
the individual trusts. 

The fiduciary accounts of the First Citi- 
zens Bank & Trust Company now total ap- 
proximately $37,000,000. 

Charles B. Rogers, chairman of the board 
of the First Citizens, has been appointed 
chairman of the directors’ trust committee, 
to take the place of George H. Norris. 


Dave H. Morris, Jr., vice-president of the 
Bank of New York & Trust Company, has 
been made a director and member of the 
executive committee of the American Ice 
Company, succeeding his father, Dave Hen- 
nen Morris, who recently was appointed Am- 
bassador to Belgium. 

Eugene T. Neville, formerly assistant cash- 
ier of the Harriman National Bank & Trust 
Company of New York, has been appointed 
assistant vice-president of the Trust Com- 
pany of North America, New York City. 

William S. Gray, Jr., president of the Cen- 
tral Hanover Bank & Trust Company of New 
York, has been elected chairman of Group 
Eight of the New York State Bankers As- 
sociation succeeding S. Sloan Colt, president 
of the Bankers Trust Company. 

John D. Harrison, vice-president of the 
Guaranty Company of New York, has been 
nominated for president of the Bond Club of 
New York. 

Plans are progressing for resumption on an 
unrestricted basis of the Mount Vernon Trust 
Company of Mount Vernon, New York. 

The Marine Midland Corporation of New 
York has declared a dividend of 10 cents 
a share on its stock for the second quarter 
of the year. 

Officials of the Manufacturers Trust Com- 
pany of New York mourn the recent death 
of one of their former associates, Robert 
Paine Brewer, who died in Tulsa, Okla. 
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GENUINE COOPERATION BETWEEN 

TRUST COMPANIES AND LAWYERS 

Trust companies located in various parts 
of the country and confronted with the prob- 
lem’ of securing amicable and more perman- 
ent adjustment of their relations with mem- 
bers of the legal profession, may well be 
guided by the policies which have become 
operative in Pennsylvania. Although only 
a year has elapsed since the cooperative 
machinery was set in motion, the results 
already justify the statement that the vex- 
atious problem of trust company-lawyer re- 
lationship can be definitely and satisfactory 
solved without recourse to attempts at dras- 
tic legislative restrictions or without sur- 
render of proper functions on the part of 
either the trust companies or the lawyers. 
The Pennsylvania method of approach is 
effective because it enlists the responsible 
and forward-looking members of the fiduci- 
ary and legal fraternities, guided primarily 
by motives of giving their respective clients 
the best possible service and correlating the 
true functions of fiduciary and the attorney. 

A year ago both the Pennsylvania Bank- 
ers Association and the Pennsylvania Bar 
Association mutually adopted a Declaration 
of Principles to guide trust companies and 
lawyers in their respective fields of employ- 
ment. Plans were adopted whereby stand- 
ing committees were created representing 
the corporate fiduciaries and the lawyers of 
the state to which all matters of dispute or 
adjustment should be finally delegated and 
which have performed effective labors. Fol- 
lowing resolutions adopted at the annual 
convention of the Pennsylvania 3Jankers 
Association last year the state legislature 
at its recent session passed amendments to 
the laws which definitely exclude firms, as- 
sociations, partnerships or corporations from 
the practice of the law. 

The most important work has been ac- 
complished by the standing committee on 
cooperation with the bar of the Pennsylvania 
Bankers Association of which Carl W. Fen- 
ninger of the Provident Trust Company of 
Philadelphia, is chairman. This committee 
conducted a field research, sent out ques- 
tionnaires to all banks and trust companies 
in Pennsylvania engaged in trust work and 
thus prepared the ground for observance of 
proper practice and ethics. At the recent 
annual convention of the Pennsylvania Bank- 
ers Association the work of this committee 
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was reviewed. During the year the com- 
mittee sent out a series of five communica- 
tions dealing in great detail with questions 
and helps to cement relations between trust 
companies and lawyers. It is to be empha- 
sized that the standing committee represent- 
ing the lawyers likewise has labored to elimi- 
nate abuses and to secure adherence to 
sound canons on the part of members of 
the bar. 


REORGANIZATION OF RESTRICTED 
BANKS IN PENNSYLVANIA 

Favorable registered in the 
resumption or reorganization of banks in 
Pennsylvania subjected to restrictions im- 
posed by the federal and state banking au- 
thorities at the conclusion of the national 
banking holiday. A recent announcement by 
Secretary of Banking William D. Gordon 
gives restricted banks another three months 
grace within which to liquidate loans and 
reduce expenses as well as make other neces- 
sary adjustments in order to resume normal 
operations. There are about 65 state-char- 
tered banks in Pennsylvania still operating 
on a restricted basis and the indications are 
that most all of them will be in position 
within the next few months to resume opera- 


progress is 
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tions on a 100 per cent basis. The Federal 
Reserve Board in its latest bulletin shows 
that as of May 3, there were 588 of the total 
member banks in the Philadelphia district 
licensed to perform normal functions repre- 
senting 93 per cent of aggregate deposits. 


REAWAKENING OF BUSINESS 

Advices accumulate which show that busi- 
ness and industry in the Philadelphia dis- 
trict is definitely on the mend. Especially 
in industrial areas the signs of renewed and 
increasing activity and production are _ in- 
dubitable. Mills and plants which have been 
idle or working at very small rate of ¢ca- 
pacity are reemploying men and reporting 
increase in orders. Some mills, especially 
those producing structural material and au- 
tomobile accessories, are working at full ea- 
pacity or near to that point. Surveys made 
by the Federal Reserve Bank of Philadel- 
phia and the local Chamber of Commerce 
agree that industry and business in prac- 
tically all lines are responding to increased 
consumptive demands with material decrease 
in non-employment. In the local banking 
field there is increased demand for commer- 
cial credits and loans, with the banks and 
trust companies in strong position. 


APPROVED LEGISLATION GOVERNING 
TRUST BUSINESS 

Pennsylvania trust companies and 
administer personal trusts valued at close 
to five and a half billions of dollars and 
corporate trusts of nearly six billions. While 
no state in the Union has more reason to 
be proud of the record of stability and in- 
tegrity maintained during these past years 
of depression, than the corporate fiduciaries 
of Pennsylvania, it is nevertheless true that 
the experiences of the past three years re- 
vealed the need of legislative amendments 
and definitions. 

Pennsylvania, with the cooperative zeal 
of the state banking authorities, the office 
of the States Attorney General, members of 
the legislature and committees representing 
the state bankers association and the trust 
companies, has been beforehand in incorpo- 
rating desirable changes in the trust laws of 
the state, especially as governing invest 
ments, segregation, supervision and liquida- 
tion in case of insolvency of banks. In the 
new enacted at the last legislature 
and approved by the Governor there are 
provisions which define more clearly the ex- 
tent and manner of conducting mortgage 
pools as investments for trust funds; pro- 
hibition upon lending of fiduciary funds to 
officers, directors and employees; limitation 
upon purchase or exchange of commercial 
and fiduciary and prescribing mini- 
mum capital for institutions exclusively en- 
gaged in trust business. The new code also 
contains a prohibition against any bank or 
trust company guaranteeing payment of prin- 
cipal or interest on other obliga- 
tions secured by mortgages upon real estate. 
This section, however, is not construed to 
affect guarantee of such contracts which 
have been lawfully executed by a bank or 
trust company and which are valid and out- 
standing upon the effective date of the act 
or any continuation or renewal thereof. 


banks 
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O. Howard Wolfe, cashier of the Phila- 
delphia National Bank and Alexander P. 
Reed, vice-president and trust officer of the 
Fidelity Trust Company of Pittsburgh, have 
been elected members of the Executive Coun- 
cil of the American Bankers Association, rep- 
resenting Pennsylvania. 

Championship trophy was recently award- 
ed to a squad of bank guards of the Girard 
Trust Company in the annual competition 
among guards of Philadelphia banks and 
trust companies. The cup was donated by 
William P. Gest, chairman of the Fidelity- 
Philadelphia ‘Trust Company. 
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RAILROAD CONSOLIDATION AND 
RELIEF LEGISLATION 


Discussing the railroad relief and coordi- 
nation measures enacted at the recent 
sion of Congress, General W. W. Atterbury, 
president of the Pennsylvania Railroad, in 
a recent address, warned against dangers of 
government ownership or operation as means 
of escape from the present situation con- 
fronting the nation’s railroad systems. He 
said in part: 


ses- 


“Nation-wide consolidation offers the hope 
of a way out for the railroads. The number 
of systems should be few; the grouping 
chiefly, but not entirely, regional. Compe- 
tition between main terminals and its aboli- 
tion at intermediate points is suggested upon 
the theory that the character of the through 
service determines that of all service, in- 
cluding that supplied at intermediate points. 
Therefore, if the lines of the country are so 
regrouped as to offer two—but in no case 
need there be more than two—optional com- 
petitive routes between the principal traffic 
centers, we shall retain whatever good is 
inherent in competition and at the lowest 
possible cost. At the same time, public fear 
of monopoly would be allayed. 

“Such a plan of consolidation is the one 
which I advocate as adapted to meet 
the situation which now exists. If intelli- 
gently followed, I believe it will result in 
putting the railroads in a secure financial 
position, in producing the best service at 
the lowest practicable cost, and in stabilizing 
employment. Consolidation would mean 
abandonment of considerable mileage and 
other facilities. The public would have a 
right to expect a corresponding scaling down 
in capital structure; but capital facing ob- 
through these believe, 
is entitled to consideration.” 


best 


solescence causes, I 


The North Philadelphia Trust Company 
is celebrating its thirtieth anniversary with 
deposits of over $5,000,000 and over §$6,000,- 
000 trust funds under administration. 

Plans are in progress for reopening of the 
First National Bank & Trust Company of 
Monessen, Pa. 

John A. Eiseman of the credit department 
of the Pennsylvania Company for Insurances 
on Lives and Granting Annuities, has been 
elected president of the Philadelphia Chap- 
ter, American Institute of Banking. The 
vice-president is W. W. Delamater of the 
Real Estate Land Title & Trust Company; 
second vice-president, Robert E. MacDougall 
of the Provident Trust Company. 


COMPANIES 


GENERAL MOTORS REPORTS SALES 
STEADILY RISING 

Sales of cars by the General Motors Corpo- 
ration’s dealers to consumers in the United 
States totaled 85,969 in May, compared with 
71,599 in the preceding month and with 63,- 
500 in May, 1932. It was the largest number 
for any month since July, 1931. Sales to 
dealers in the United States totaled 85,980 
cars in May, against 74,242 in April, and 
60,270 in May, 1932. These sales were the 
largest in that class for a month since June, 
1951. In the first five months of the year, 
sales to consumers in the United States were 
297,937, against 288,587 in the corresponding 
period of last year: sales to dealers in the 
United States, 327,806 against 295.603, and 
total sales to dealers 384,921, against 342,354. 


The Girard Trust Company of Philadel- 
phia has declared its regular quarterly divi- 
dend for the second quarterly period of this 
year and the Provident Trust Company voted 
the regular quarterly payment of $5 a share. 

Bank clearings in Philadelphia during May 
totaled $1,008,000,000. This compares with 
$858,000,000 in April, of this year; $1,075,- 
000,000 in May, 1932, and $1,748,000,000 in 
May, 1931. 
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Pittsburgh 


Special Correspondence 
ACQUIRING NEW TRUST BUSINESS 


Trust business in Pittsburgh has not been 
adversely affected either by the depreciation 
in estate values or the public concern created 
by the wave of bank closings throughout the 
country. On the contrary, the trust depart- 
ments of leading trust companies and banks 
of this city, almost without exception, report 
uninterrupted increase in new fiduciary ap- 
pointments, both testamentary and voluntary. 
Recent statements show that the five lead- 
ing trust companies have an aggregate of 
$820,000,000 of individual trust business un- 
der administration with corporate trusts ag- 
gregating $1,119,000,000. In addition the 
Union National Bank reports trust funds of 
$36,000,000. 

The best explanation that can be made for 
the constant increase of trust business in 
this city, is that the various institutions have 
been in strong competition, not as to volume, 
but as to quality of trust service. The rec- 
ord of fiduciary administration extends over 
a long period of years and the people of this 
community have learned to regard corporate 
fiduciary management as something distinc- 
tive from banking. 


NEW PITT NATIONAL BANK OPENS 
FOR BUSINESS 

On June 12th, the newly organized Pitt 
National Bank of Pittsburgh opened for busi- 
ness, succeeding the Diamond National Bank 
and the Monongahela National. It begins 
with capital, surplus and undivided profits 
of $1,050,000 and occupies the attractive and 
centrally located former quarters of the Dia- 
mond National. Depositors of the former 
Diamond National are credited with 40 per 
cent of their deposits and those of the former 
Monongahela with 65 per cent. Charles A. 
Fisher is president with Andrew J. Huglin, 
vice-president and cashier. 


CONSTITUTIONAL AMENDMENT RELAT- 
ING TO TRUST INVESTMENTS 


In November of this year the voters of 


Pennsylvania will be called upon to act 
upon a constitutional amendment which pro- 
vides that “The General Assembly may, from 
time to time, by law, prescribe the nature 
and kind of investments of trust funds to 
be made by executors, administrators, trus- 
tees, guardians and other fiduciaries.” This 
amendment was originally suggested by the 
associated trust companies acting through 


the Pennsylvania Bankers Association and 
has had the necessary approval at two suc- 
cessive sessions of the state legislature. 

The existing laws of Pennsylvania goy- 
erning trust investments have not been re- 
vised for many years and are regarded as 
unduly restrictive, confined to investments 
in first mortgages and government securi 
ties, although some departures from _ this 
limitation have been made without encoun- 
tering judicial objection. A committee of 
the Trust Company Section of the Pennsyl- 
vania Bankers Association has made an ex- 
tensive study of trust investments and the 
statutes or rules followed in different states. 
While it is recognized that the limitations 
have proven helpful during this period of 
violent deflation in values of practically all 
types of investments held legal in various 
states, there is a belief that greater diversi- 
fication is advisable as contributing to sta- 
bility of value and greater permanence of 
yield. 


PITTSBURGH BREVITIES 

The Potter Title & Mortgage Company of 
Pittsburgh has divested itself of its inter- 
ests in the affiliated Potter Title & Mortgage 
Guarantee Company, which continues busi- 
ness as the Pittsburgh Title & Mortgage 
Guarantee Company under new management 
and control. John E. Potter, president of 
the Potter Title & Trust Company, was re- 
cently elected for the thirteenth successive 
year as president of the Pennsylvania Title 
Association. 

Paul ©. Harper, formerly with the Union 
Trust Company, has been elected cashier of 
the Forbes National Bank of Pittsburgh, suc- 
ceeding the late Harry S. Brown. 

Richard W. Williams has been appointed 
assistant trust officer of the Commonwealth 
Trust Company of Pittsburgh. 

C. F. Kirschler, Jr., has been elected pres- 
ident of the Provident Trust Company of 
Pittsburgh, succeeding his late father. 

The National Bank of Commerce which 
has taken over the liquid assets of the former 
Canal Bank & Trust Company of New Or- 
leans, La., reports assets of $20,623,000. A. D. 
Geoghegan is president and Dale Graham, 
cashier. 

A plan is being formulated with the as- 
sistance of the reorganization division of the 
Treasury Department at Washington, where- 
by it is hoped to recognize more than a 
score of closed banks in Bergen County, New 
Jersey, including consolidations. 
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Boston 


Special Correspondence 


NEW ENGLAND NO LONGER 
“ECONOMICALLY DECADENT” 

New England is no longer referred to as 
“economically decadent” as was the fashion 
by certain scribes in the good old days be- 
fore Depression became a nationwide malady. 
It is therefore peculiarly interesting to ascer- 
tain how this group of states has fared or 
come through the trying experiences of the 
past three years and as contrasted with 
other sections of the country. It is too soon 
to arrive at definite comparisons; but there 
are certain important developments which 
justify the conclusion that New England, as 
a whole has survived this ordeal with more 
actual material or eco- 
nomic values than perhaps any other group 
of states. Certainly from the standpoint of 
banking solvency New England has suffered 
less severely from the avalanche of banking 
fatalities and taking into account proportion 
of banking wealth, than most other state 
divisions. Now that the clouds appear to 
dissolve it becomes apparent that the pro- 
verbial thrift and conservatism of New Eng- 
land is still an abiding trait of New England 
people and because of such virtues, the 
from speculative excess have been 
comparably lessened. To be sure the own- 
ers of many fortunes, large or moderate ap- 
praise the market values of their estates 
with somewhat rueful eyes, but it is safe to 
say that there is less worthless or irredeem- 
able paper in strong than in many 
other sections of the country. 

For the mass of New England people it 
is much to their advantage that during the 
prosperous years, the habit of savings pre- 
vailed and speculative craze did not run 
riot. In 1920 the New England savings 
banks had 16.7 per cent of the nation’s savy- 
ings deposits. They now figure more close 
to 19 per cent as compared with declines and 
much smaller fractions of gains in practi- 
cally all other parts of the country. A large 
volume of savings investments in mortgages, 
of course, may be classified in the “frozen” 
column. But here again, intrinsic values are 
such as to hold forth bright promise of 
greater liquidity and redemption with the 
return of more normal conditions. As to 
bank reopenings, following the national 
banking holiday in March, New England 
percentages of licensed banks and _ trust 
companies, with the possible exception of 
Maine, are among the best with 95 per 


loss of 


less 


poise, 


losses 


boxes 


COMPANIES 


Capital 


$3,000,000 $3,500,000 


STATE STREET TRUST 


COMPANY 
BOSTON, MASSACHUSETTS 


Welcomes opportunities to 
be of service to individuals, 
firms or corporations in the 
field of general banking or in 


any recognized trust capacity. 


MEMBER FEDERAL RESERVE SYSTEM 








cent of all 
institutions. 

Industrially, New England is making a 
rapid return, especially in ‘textiles, cotton 
and shoe manufacture and other productive 
lines in which New England establishments 
have specialized. Factories and mills, for 
the most part are equipped with modern 
machinery and promotional methods have 
been modernized. With return to stable con- 
ditions the tremendous water, electric and 
other resources of power will function more 
efficiently than ever. With international 
trade and financial barriers removed or 
modified as hoped for from the London Eco- 
nomic Conference, New England ports are 
bound to teem with shipping and increased 
export and import business. In matters of 
municipal or public finance most cities of 
importance have observed the pay-as-you-go 
plan, so that tax burdens are not as acute 
as in other cities of the country. 


deposits released in operating 


A plan to consolidate the activities of the 
Massachusetts Trust Companies Association, 


the Massachusetts National Bank Associa- 
tion and the Massachusetts Bankers Associa- 
tion has been approved by the respective 
organizations. 


























































SAVINGS BANKS AND THE NEW 
BANKING LAW 

Just prior to the final enactment of the 
Glass-Steagall banking pil] by Congress the 
mutual savings banks of Massachusetts regis- 
tered vigouous protests through their repre- 
Sentatives against the provision in Section 
which would have barred officers, diree- 
tors or employees of any member bank or 
trust company from also being an officer, 
director employee of any corporations, 
partnership, ete., including banks, 
which make loans on collateral securities 
other than its own subsidiaries. This provi- 
sion would have compelled resignation of 
many trustees and officers now associated 
with the mutual Savings banks of this state 
or required officers and directors of the 
savings banks to sever their connections with 
commercial banks, ‘thus involving drastic 
readjustments and loss of valuable associa- 
tions. 

Evidently the protests of the mutual bank- 
ers, especially of this state. was effective, 
because the banking Dill as finally passed 
exempts mutual savings banks from the 
terms of this provision. 

The new banking law also provides that 
mutual savings banks may become members 
of the Federal Reserve System by subscrib- 
ing to Reserve stock. At the recent annual 
convention of mutual Savings bankers held 
at Swampscott, the subject of membership 
in the Federal Reserve Was vigorously de- 
bated and many objections were raised. One 
of the chief objections made is the contri- 
bution mutual savings banks must make in 
the form of deposits which will draw no 
interest and thus decrease the amount of 
dividends available for depositors. 
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ACTIVELY CULTIVATING NEW TRUST 

BUSINESS 
upon the conviction 
times of general business reverse there is 
greater appreciation for responsible trust 
service than during more affluent times, the 
State Street Trust Company of 
conducting vigorous campaigns for new trust 
business. The latest report of this company 
shows trust assets of $55,094,000 com- 
pared with $32,000,000 in 1928. An impor- 
tant feature of the trust growth of the State 
Street Trust Company has been the active 
development of agency accounts which have 
proven most popular in recent years. 

One of the effective means of approach 
to new business conducted by this company 
has been by means of booklets and folders 
sent to selected addresses, A recent folder 
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described the advantages of agency accounts 
under the heading, “The Modern Way to 
Enjoy Dependable Income,” and which sup- 
plements a booklet more descriptive in de- 
tail of agency service. Another recent folder 
directs attention to the need of revising wills 
and the wisdom of safeguarding the family 
by appointing the trust company as trustee. 

The Bank Commissioner of Massachusetts 
has added to the list of securities legal for 
investment for Savings banks, New York 
State Gas & Electric Corporation first mort- 
gage five and one-half per cent 
1962. 

The Weymouth Trust Company at South 
Weymouth, Mass.. plans to open a new 
branch shortly at Weymouth Landing in at- 
tractive new quarters. 

Federal and state banking authorities have 


bonds of 


approved reorganization and consolidation 
of the Bay State National Sank and the 
Merchants Trust Company of Lawrence. 


Mass., both of which have been operating 


under restrictions. 
Stockholders of the Hudson National Bank 
of Hudson, Mass., have approved the pro- 


posal to double the capital of $100,000 and 
set aside half of the new capital in reserves, 

At the recent annual meeting of the Fi- 
nancial Advertiser’s Association of New Eng- 
land, Ralph M. Eastman of the State Street 
Trust Company of Boston was elected presi- 
dent. 

Nineteen officials and trustees 
Savings banks of Boston, who have been 
connected with mutual savings banks for 
at least fifty years, recently met in Boston 
and formed the Mutual Savings Bank Fifty 
Year Club. 

A resolution has been introduced in the 
Massachusetts legislature to provide fur the 
creation of a special commission to investi- 


of mutual 


gate banking conditions and legislative 
needs. 

The Massachusetts Senate has rejected a 
bill passed by the lower House of the As- 


sembly which would have provided for a 
State board with power to remove bank 
officials who persist in Violations of sound 


banking practice. 
The County Bank and Trust Company has 
been organized in Cambridge, Mass.. and 
will assume payment of $3,700,000 in divi- 
dends to depositors in the Central 
Trust Company of that city. 
Directors of the State Street 
pany of Boston have declared the regular 
quarterly dividend of $3 a share for the 
second quarter of the year. 


closed 


Trust Com- 























TRUST 


Special Correspondence 


“NEW DEAL” AND BUSINESS FROM THE 
MIDDLE WESTERN STANDPOINT 

Politics and business are very much inter- 
mingled these days in the composite of gen- 
eral conditions and sentiment in the Middle 
West. The decided increase in business ac- 
tivity, trade and industry throughout this 
section—the most marked in two years—is 
attributed to psychological influence rather 


than any direct operation of the expansive 
recovery program and extraordinary powers 
conferred upon the President during the first 
session of Congress under the Roosevelt ad- 


ministration. Rise in prices for commodi- 
ties and agricultural products has been the 
vital influence in stimulating business. Ex- 
pectations of generous support for agricul- 
ture, industry and the lifting of mortgage 
indebtedness under the various projects vali- 
dated by Congress and involving the outpour- 
ing of billions of government obligations, 
doubtless plays an important role. Under- 
neath, however, there is a feeling that busi- 
ness stability and recovery must rely upon 
natural influences in the long run ratiicr than 
artificial political stimulus. 

So far as local business is concerned the 
unexpectedly large attendance since the open- 
ing of the Century of Progress Exposition in 
this city and the presence of thousands of 
out-of-town visitors, has contributed notably 
to improved trade and optimistic sentiment. 
Fears, that depression might interfere with 
the success of the exposition, have vanished 
as attendance figures for the World’s Fair 
held forty years ago in this city are being 
eclipsed. One apparent factor is the dispo- 
sition in practically all lines of business and 
trade to load up with stocks and materials 
in expectation of continued rise in produc- 
tion as well as sales prices. Unquestionably, 
if the present momentum is sustained it is 
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regarded as highly questionable that any of 
the “inflation” measures projected from 
Washington, will be necessary. Among bank- 
ers and conservative business men there is 
a prevailing feeling that President Roose- 
velt should and will go slow in utilizing in- 
flationary expedients or opening sluice gates 
of new credit which might precipitate un- 
desirable speculative activity. 


SUBSTANTIAL PROGRESS IN RESTORING 
NORMAL BANKING 

Chicago and Illinois have staged a swift 
“some-back” in restoring normal banking 
functions since the national banking mora- 
torium and the subsequent closing or restriec- 
tions imposed upon banks which were un- 
able to obtain immediate licenses from the 
Federal and State banking authorities. A 
recent statement by State Auditor Edward 
J. Barrett reveals the progress made in re- 
storing or reorganizing closed or restricted 
banks within the past month. Over 93 per 
cent of the deposits of Illinois state banks 
held at the time of the moratorium are now 
free. Of the 704 state banks operating prior 
to the bank holiday 625 have reopened with 
deposits of approximately $750,000,000 out 
of previous total of $797,000,000. Of the 
seventy-eight state banks still closed or sub- 
ject to restrictions and conservatorships, sev- 
eral score are working on capital adjust- 
ments and expected to resume business under 
stronger auspices within another month or 
two. 

Federal Reserve figures for member banks, 
especially outside of Illinois, are not so fa- 
vorable. The Reserve Bulletin showed as of 
May 3d, that up to that time 73 per cent of 
deposits in the district among member banks 
had been released and 307 of a total of 771 
member banks were still unopened or on a 
restricted basis. Since May 3d, there has 
been a marked improvement in reducing the 
number of suspended banks so that percent- 
are considerably more favorable. 
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EFFICIENT CLEARING HOUSE SUPERVI- 
SION IN CHICAGO 

Clearing House supervision and examina- 
tion as practiced in Chicago has demon- 
strated a high degree of efficiency according 
to latest statistics. Chicago and its suburbs 
are no longer “overbanked” and the struc- 
ture is today stronger than ever before. In 
1929, at the climax of the bank promotional 
movement, there were no less than 220 banks 
in the corporate confines of Chicago as 
compared with 34 in the year 1913. Owing 
to lack of branch banking privileges the 
small unit and neighborhood banks sprang 
up like mushrooms. Today there are only 
47 banks in operation in Chicago, indicating 
that all the weedy growth has been ex- 
tracted. 

Significant of the value of clearing house 
membership is the fact that no loss was en- 
countered by out-of-town banking correspon- 
dents which maintained balances with clear- 
ing house banks during these years of de- 
pression. Liabilities of clearing house banks 
in difficulties were either taken safe- 
guarded by operating banks or provision 
made for efficient liquidation. 


over, 


OFFICERS OF CHICAGO’S FINANCIAL 
ADVERTISERS ASSOCIATION 

Chester L. Price, assistant manager of the 
business extension departmer: of the City 
National Bank & Trust Company, Chicago, 
Ill., was elected president of the Financial 
Advertisers Association of Chicago at the 
annual meeting. Vice-presidents elected 
were: J. K. Waibel, Continental Illinois Na- 
tional Bank & Trust Company; R. R. Jeffris, 
Harris Trust & Savings Company, and W. G. 
Donne, Chicago City Bank & Trust Com- 
pany, Preston E. Reed was re-elected execu- 
tive secretary. 

H. A. Lyon, president of the Financial Ad- 
vertisers Association, was ‘the principal 
speaker at the June meeting of the Chicago 
Financial Advertisers, discussing public re- 
lations for banks and trust companies. The 
speaker was introduced by Guy W. Cooke of 
the First National Bank of Chicago. Ches- 
ter L. Price of the City National Bank & 
Trust Company, presided. 

A charter has been granted to the Mid- 
City National Bank, Chicago, Illinois. The 
new institution will take over the Mid-City 
Trust & Savings Bank. 

A new national bank, to be known as the 
First National Bank & Trust Company, is 
being organized to take over the City Na- 
tional Bank, Evanston, I. 
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CONTROL OF AMERICAN NATIONAL 

BANK PASSES TO LOCAL INTERESTS 

Stock control of the American National 
Bank & Trust Company of New York, for- 
merly known as the Straus National Bank 
& Trust Company, has been purchased by a 
local syndicate headed by Weymouth Kirk- 
land. ‘Some time the control of this 
bank was taken over by the Manufacturers 
Trust Company which took over some Coi- 
lateral security loans made by individuals 
formerly identified with the management of 
the bank. It is understood that S. J. T. 
Straus will resign as president but that Mel- 
vin L. Straus will remain as executive vice- 
president. Deposits on March 25th, were 
$10,542,000. 


azo 


ORGANIZATION OF THE TRUST 
COMPANY OF CHICAGO 

Chicago is to have its exclusive trust com- 
pany through the organization of The Trust 
Company of Chicago, which will confine it- 
self solely to fiduciary functions, with no 
demand or banking facilities and with in- 
dependent means of furnishing sound trust 
investment service. The president is Hugh 
T. Martin. The handling of trust matters 
will be in charge of Harold G. Townsend, 
formerly with the Chicago Trust Company, 
assisted by Lester T. Beck, as trust officer. 
The assistant trust officer is R. Evans Jones, 
who was formerly with the Ohio Savings 
Bank & Trust Company of Toledo. George 
IF. Ramer is treasurer and John P. Nichol, 
secretary. 


Hogan, vice-president of the Con- 


John H. 
tinental Illinois National Bank & Trust 
Company of Chicago, was elected president 
of the Association of Reserve City Bankers 
at the recent annual meeting. 

L. S. Burk has been elected president of 
the Liberty Bank of Chicago, succeeding Car] 
L. Jernburg. 

Jack H. Funk of the Harris Trust & Sav- 
ings Bank, is the newly elected president of 
the Chicago Chapter of the American Insti- 
tute of Banking. 

J. B. Reis has been elected president of 
the Belleville Bank & Trust Company, Belle- 
ville, Ill., succeeding the late Dr. E. M 
Irwin. 

Mark A. Brown, vice-president of the Har- 
ris Trust & Savings Bank of Chicago, has 
been chosen to serve on ‘the Chicago financial 
market committee of the Chicago Associa- 
tion of Commerce, which will have as its 
principal activity the promotion of Chicago 
as a great financial center. 
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WILL AGRICULTURE GET ITS INNING? 

Now that President Roosevelt’s colossal 
machinery for economic recovery and _ bal- 
ance have been formulated and the first steps 
are being taken to set it in motion, the pri- 
mary concern in this section of the country 
centers upon the hopes raised for the bet- 
terment of the financial position of the farm- 
er, the stabilization of farm values and pro- 
duction. There is undoubtedly a material 
improvement both in the sentiment and the 
financial status in farming communities, due 
mainly to the rise in prices paid to farmers 
with grain prices rising 72 per cent and for 
per cent within the past two 
months. Moreover, the surprisingly low gov- 
ernment estimates of wheat yield for the 
present year and possibility of the London 
Economic Conference agreeing on reduction 
of wheat acreage, will help to sustain farm 
prices, despite large surplus stocks from pre- 
vious harvests. 


cotton 35 


The government machinery for farm relief 


revolves mainly upon the effectiveness of the 
farm relief and credit acts setting up the 
Agricultural Adjustment Administration 
whereby it is hoped to induce wheat growers 
to curtail their crops by means of a process- 
ing tax. The broad purpose of this plan is 
to bring about a balance between production 
and effective demand and stimulate buying 
power of agriculture. It is intended to ob- 
tain for wheat growers by production adjust- 
ment, a sum equivalent to parity price on 
that portion of production required for do- 
mestic consumption. 


Agricultural interests and those affected 
by their improvement also look for collateral 
results from the Industrial Recovery Act, the 
Home Owners Loan Act and other measures 
enacted at the last session of Congress. The 
farmers recall the fervent promises of Presi- 
dent Roosevelt during the presidential cam- 
paign in behalf of fairness and protection for 
the farmers, While operations and plans are 
still hazy and prospective, there is unques- 
tionably a return of hopefulness embracing 
the Mississippi Valley region and especially 
in the south and southwest where the rise 
in cotton is the major topic of discussion. 


©. J. Morris, formerly with the Mississippi 
Valley Trust Company of St. Louis, Mo., has 
been elected cashier of the Mark Twain 
Bank, Hannibal, Mo. 
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“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 











Bane with First National Bank 
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NEW ECONOMIC AND POLITICAL 
FORMULAS 


Judge Thomas C, Hennings, vice-president 
of the Mercantile-Commerce Bank & Trust 
Company of St. Louis, gave a foreeful ad- 
dress on present-day economic outlook at the 
recent annual banquet of the St. Louis Chap- 
ter, American Bankers Association. He said 
in part: 

“We are living in a revolutionary age, and 
things are happening with whirlwind rapid- 
ity. In this maelstrom of changes a new type 
of political and social economy is being born, 
new opportunities for wealth and leadership 
are being created and he who neglects to 
keep informed will be lost. We sincerely 
hope and trust that from these radical types 
of experiments now being tried there will 
arise sound formulas and doctrines upon 
which will be based a new prosperity not 
only for America, but for all the world.” 


Fulton Wright, formerly with the Union 
Trust Company of Little Rock, Ark., has 
joined the credit department of the Mercan- 
tile Commerce Bank & Trust Company. 

Harry C. Hartkopf is the new first vice- 
president of the Union Trust Company of 
Yast St. Louis. 
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AWARD OF STATE OF MISSOURI 
ROAD BONDS 

Important financial interests of this city 
and other localities are associated with the 
syndicate headed by the Guaranty Company 
of New York to which recently was awarded 
a new issue of $5,000,000 State of Missouri 
road bonds bearing interest at 4 per cent and 
due $1,000,000 serially from 1950 to 1954. 
These bonds are legal for trust and savings 
funds in New York, Massachusetts, Connec- 
ticut aud other states. Associated with the 
Guaranty Company in the offering are the 
following: Mercantile Commerce Company of 
St. Louis, Mississippi Valley Company of St. 
Louis, Barr Brothers & Company, Inc., First 
Securities Corporation of Minnesota, First 
Wisconsin Company, Philadelphia National 
Company, First of Michigan Corporation, 
Stern Brothers & Company, Kansas City, and 
Alex Brown & Sons, Baltimore. 


SAM P. JUDD JOINS ADVERTISING 
AGENCY 


Numerous friends in financial advertising 
circles will be interested to learn that he 
has become associated with Jimm Daugherty, 
Inc., of St. Louis, where he will give special 
attention to the agency’s financial accounts. 
Mr. Judd has distinguished himself in bank 
and trust company advertising work. He be- 
came advertising manager of the old Mer- 
eantile Trust Company of St. Louis in 1922 
and when that institution was merged with 
the National Bank of Commerce in 1929, he 
continued as advertising director of the com- 
bined Mercantile-Commerce Bank & Trust 
Company. 

Mr. Judd has brought to his duties as bank 
advertising authority a style of writing that 
is clear, lucid and charged with human ap- 
peal. This has proven particularly effective 
in dealing with trust and savings advertising 
as well as banking functions. In joining 
Jimm Daugherty, (nec., Mr. Judd will have 
opportunity for applying his talents to a 
broad field and a variety of important ac- 
counts handled by that organization. 

James M. Kemper, president of the Com- 
merce Trust Company, Kansas City, Mo. has 
been named chairman of the advisory com- 
mittee of the local R. F. C. loan agency. 

Alfred J. Blasco, comptroller’s department 
of the Commerce Trust Company, is the new 
president of the Kansas City Chapter of the 
American Institute of Banking. 

A charter has been issued to the Farmers 
and Valley Bank at Tarkio, Mo. 
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ELECTED CASHIER OF MERCANTILE 
COMMERCE NATIONAL 

Adolf H. Hanser, formerly assistant cash- 
ier of the Mercantile-Commerce National 
sank of St, Louis, Mo., recently succeeded 
Guy R. Alexander, retired, as cashier. Wil- 
liam F. Hucke and Charles Wyskocil were 
advanced from tellers to assistant cashiers. 
The Mercantile-Commerce National is owned 
by the Mercantile-Commerce Bank & Trust 
Company. 


RECORD OF FARM BANKRUPTCIES 
RELATIVELY LOW 
Farmers do not commonly seek escape from 
their financial obligations via the bankruptcy 
route, says the Bureau of Agricultural Eco- 
nomics, reporting on farm bankruptcies last 


year. Less than 5,000 farmers resorted to 
bankruptcy in the year ended June 30, 1932. 
This was 7.7 per cent of all bankruptcies as 
reported by occupational, business, and pro- 
fessional groups. The figures on farm bank- 
ruptcies are a little larger than those for 
the preceding year—4,849 farm bankruptcies 
as compared with 4,023—but the bureau 
points out that this represents only one farm- 
er out of one thousand, the vast majority of 
farmers preferring to fight through the de- 
pression and endeavor to pay their obliga- 
tions. 

Illinois led all states in number of farm 
bankruptcies last year, reporting 614 Cases, 
followed by Ohio with 460, Iowa 456, Wiscon- 
sin 251, Missouri 228, Indiana 208, New York 
193, and Georgia 165 cases. 


SMART MR. BLUMENTHAL 

Newest giant of “show business” is A. C. 
Blumenthal, “Blumey” to his friends. Logical 
heir to the mantles of Belasco and Ziegfeld, 
“Blumey” is nevertheless not at all the tra- 
ditional producer in the careful way that 
he handles money. “No man that I didn’t 
trust has ever trimmed me,” he was recently 
quoted as saying. 

As the years have gone by, it appears that 
“Blumey” has decided that due to the wild 
gyrations of prosperity around Times Square, 
it is L tter not always to have to rely on 
himself. At least he says now that “I keep 
part of my money in a trust fund that makes 
it impossible even for me to get at it.”— 
(From Property, published by Fidelity Trust 
Company of Pittsburgh.) 


The Waterbury Trust Company of Con- 
necticut has been admitted to membership 
in the Federal Reserve System. 





TRUST 


COMPANIES 


BANK ADVERTISING WHICH STIMULATES FAMILIARIZING THE NEW CLIENT WITH 


CONFIDENCE AND BUSINESS 

A full page newspaper advertisement, bear- 
ing the signature of the Mississippi Valley 
Trust Company of St. Louis, not only im- 
parts a vigorous spirit of confidence in busi- 
improvement but makes a strong ap- 
peal to all business men, large or small, to 
justify their faith by helping to put money 
back to The bank offers to counsel 
with all those who want to give expression 
to their confidence and aid in the good work 
of recovery. “In preparing this 
Says Sidney Maestre, president of the Mis- 
sissippi Valley Trust Company, “it was our 
intention to place our policy 
fore men everywhere. It 
nizes, we believe, a duty to business which 
only to our obligation to protect 
the money of depositors. The credit 
policy of the Mississippi Valley Trust Com- 
pany is the same today as it was four years 
ago. It will be the four years from 
now—to grant loans to sound business houses 
which appreciate and accept the high stand- 
ards that should govern the extension of 
credit. Through his advertisement we hope 
for an increase in our believing 
that we are making a contribution to 
the reawakening of confidence.” 
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| If we put money back to work 
} 
| there will be more work 


for men 
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This Bank Stands Ready to Meet its Responsibilities to This New Day 


MISSISSIPPI VALLEY TRUST COMPANY. ST. LOUIS 








Reduced Fac-simile of Newspaper Page Dis- 

play Advertisement Put Out by Mississippi 

Valley Trust Company Which is Forceful 
and Opportune 


YOUR BANK 

In an address at the recent annual meet- 
ing of the American Institute of Banking 
in Chicago, an instructive formula was sub- 
mitted on familiarizing a new client with 
the bank, by Frank M. Totton, second vice- 
president of the Chase National Bank of 
New York. As a necessary prerequisite of 
making a bank known to its customers, either 
present or prospective, Mr. Totton described 
a system of customer analysis which en- 
ables the bank to familiarize itself with the 
individual needs and character of the bank 
customer. This system embraces a central 
information file of all account relationships ; 
a customer analysis business development 
division which watches all balances, credit 
ratings, ete.; a direct-by-mail division 
charged with maintenance of customer and 
prospect lists for circulation and finally an 
advertising division charged with prepara- 
tion and production of promotional material, 
for all service units. 

“Right now in this period of reconstruc- 
tion,” said Mr. Totton, in conclusion, “I be- 
strong background of institutional 
talks to customers essential. The general 
public’s faith in our financial system has 
been rudely shaken. But certainly one thing 
the ‘bank holiday’ proved, if nothing else, 
is the absolute necessity of banking facili- 
ties to the normal functioning of our every- 
day social and economic life. This is an ad 
vantage. Capitalize it. With an awakened, 
even though critical, interest in banking and 
banking topics, your messages to customers 
are assured an unprecedented attentive con- 
sideration. After restoring or strengthening 
your institutional position, translate your 
services to them in terms of application to 
their individual, personal, and business fi- 
nancial needs. Through a system similar in 
purpose to the one I have outlined, make it 
your business first to become familiar with 
your customers before attempting to make 
them familiar with you. Mutually profitable 
relationships will result.” 


lieve a 


trust officer of the First- 


Carl K. Withers, 
Mechanics National Bank of 
been elected president of the New Jersey 
Bankers Association. Leslie G. MeDouall, 
associate trust officer of the Fidelity Union 
Trust Company of Newark, is treasurer. 

“The Gold Standard” and especially its 
significance in international trade, is the 
subject of an excellent and timely article 
appearing in the May “Girard Letter” pub- 
lished by the Girard Trust Company of 
Philadelphia. 


Trenton, has 
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DOMINATING NEW HOME OF NATIONAL 
BANK OF TOPEKA 

Typifying both the growth of the capital 
city of Kansas, and the proverbial hospitality 
of the West, the new banking home of the 
National Bank of Topeka is a monument to 
the foresight of its founders and the ability 
of their successors. The history of the bank 
is recorded in the growth of Topeka, whose 
skyline it now dominates with a fourteen- 
story banking and office building. Founded 
in 1868 as the Topeka Bank & Savings In- 
stitution, from a nucleus provided by the 
establishment in the same year of the pri- 
vate bank of George Corning, when the 
State of Kansas was but seven years old, 
the institution has steadily grown until today 
it is one of the leading banks of the Middle 
West with capital funds of over one million, 
and total resources of twelve million. Ab- 
sorption of the Prudential Trust Company, 
established in 1906 as pioneer of Kansas 
trust institutions, occurred in 1913 and fur- 
nished the groundwork on which has been 
built one of the most modern and efficient 
trust departments of the country. 

Rising 160 
heart of 


the 
the 


feet above the street in 
Topeka’s business section, 


building attains even more impressive height 


from the. use of set-backs in the modified 
modernistic style of its architecture. The 
first three floors, occupied ‘by the bank, are 
faced with polished marble, the office floors 
above being of Indiana limestone. The in- 
terior of the banking room, three stories in 
height, has floors of rose marble, which is 


Handsome New Home of the 
National Bank of Topeka, Kan. 
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also used for the pillars. The prevailing style 
of low bank counters, faced in black marble, 
has been adopted and combined with low 
grilles for tellers’ cages. The private offices 
of Carl W. McKeen, president, and John 
Kirk, vice-president and trust officer, at the 
far end of the banking room are panelled in 
English quarter-sawed oak. Unusuilly large 
windows with Venetian shades give a maxi- 
mum of light, aided by a new indirect light- 
ing system, panel style walls are of a blue- 
gray marble and harmonize with silver and 
gold leafed ceilings, recreation and locker 
rooms are located in the basement, where 
four modern vaults with private booths are 
provided for safe deposit customers. The 
trust department has installed the most up- 
to-date equipment, including fireproof files, 
Kardex security records, and a Remington- 
Rand bookkeeping machine. 

The new home of the National Bank of 
Topeka is symbolic of the eminent position 
which the bank has attained in its sixty-four 
years of service, and evidence of the faith 
of its officers and directors in greater oppor- 
tunities for service in the future. The chair- 
man of the board is David W. Mulvane, long 
prominent in business and politics; Carl 
McKeen, the president, has a fine record of 
banking leadership throughout Kansas, while 
John E. Kirk, vice-president of the trust de- 
partment, is one of the two oldest trust offi- 
cers in Kansas in point of service and a 
member of the bar. W. H. Davis, W. W. 
Bowman, T. C. Mueller, George Stansfield 
and M. A. Ross, vice-presidents, likewise 
bring wide experience to the management of 
Topeka’s largest banking institution. 


The newly organized Nashville Trust Com- 
pany of Nashville, Tenn., has opened for 
business with H. G. Hill as president and 
Charles Nelson, executive vice-president. 
Walker H. Gill is trust officer. 

Eugene R,. Black, Jr. of Atlanta, son of the 
governor of the Federal Reserve Board, is 
to become associated with the Chase Na- 
tional Bank on July 1. He was formerly em- 
ployed by the Chase Harris Forbes Corpora- 
tion. 

Net worth of the Ford Motor Company, 
according to its stated financial condition as 
of December 31, 1932, decreased $57,534,000 
during the past year to a total of $628,344,- 
180. 

Banking resources in Boston increase dur- 
ing the past thirty years from $400,000,000 
to $1,122,000,000 with reduction in number 
of banks and trust companies in operation 
from 51 to 15. 
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LAWS PROTECTING TRUST FUNDS 
IN OHIO 

Through the offices of the State Banking 
Division and with the approval of the gov- 
ernor of the state and of trust companies, 
an emergency bill has passed by the 
Ohio General Assembly, to duly protect and 
segregate trust funds on deposit in commer- 
cial or savings deposits of closed banks and 
in case of liquidation, to establish such trust 
balances as preferred claims. It is because 
of the absence of this provision in the Ohio 
statutes that most discussion has been caused 
in connection with trust balances deposited 
by the Union Trust Company and the Guard- 
ian Trust Company of Cleveland, now in the 
hands of conservators. Such trust balances 
are being impounded together with other de- 
posit and general credits by the conservators 
on the ground that the state laws make no 
reservation as to preferred claim and _ be- 
cause the Supreme Court of Ohio has held 
that the state laws do not serve to grant 
such preference in connection with liquida- 
tion or closing. 

The bill now passed in the General Assem- 
bly provides that in case of insolvency, clos- 
ing or suspension of any trust company or 
bank having on deposit in its commercial or 
savings department funds awaiting invest- 
ment or distribution and belonging to es- 
tates in the trust department of the same 
bank, sueh deposits shall be preferred and 
the property and assets of such closed trust 
company or bank shall be impressed with a 
trust for the payment thereof. The governor 
has given assurance that he will sign the 
bill when and if passed. 

In addition to the preference section there 
is provision in the same bill that published 
reports of condition of trust companies and 
banks having trust departments shall clearly 
set forth the amount of moneys hereafter de- 
posited by the trust department in any other 
department of the bank, together with a 
statement that such moneys constitute a pre- 
ferred claim against the assets of such trust 
company or bank. Also, every trust company 
or bank doing trust business must make to 
the Superintendent of Banks bi-monthly re- 
ports of all moneys held by it in any fidu- 
ciary capacity, whether in cash or on de- 
posit, which have been so held for more than 
three months without being invested, except 
that an amount of $1,500 or less held in any 
one particular fiduciary capacity need not 
be included in such reports. The report must 
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also show the reason in each case why the 
funds have not been invested. 


OHIO BREVITIES 

The Central United National Bank of 
Cleveland reports substantial gains in trust 
business. The last financial statement showed 
banking assets of $82,994,000 with capital, 
surplus and undivided profits of $8,014,537. 

The Second National Bank of Cincinnati, 
O., reports under date of May 31st, total re- 
sources of $12,327,505; deposits, $9,360,000 ; 
capital, surplus and undivided profits, $1,- 
943,185. J. G. Gutting is president and T. 
Gordon Gutting, trust officer. 

The Peoples Savings & Commercial Bank 
is being organized in Lorain, O., to replace 
the Lorain Savings & Trust Company. 

Plans are progressing for reopening of the 
First Trust & Savings Bank of Canton, O. 

Ray W. Dauber, assistant cashier of the 
National City Bank, is the new president of 
the Cleveland Chapter of the American In-— 
stitute of Banking. 

W. F. Kyle, assistant vice-president of the 
Cleveland Trust Company, has been elected 
interim chairman of Group Nine, Ohio Bank- 
ers’ Association. 

B. T. Batsch, vice-president of the Toledo 
Trust Company has been elected vice-presi- 
dent of the Trust Division, American Bank- 
ers Association, representing the State of 
Ohio. 

The Ohio Bankers Association, at its re- 
cent convention, expressed itself by resolu- 
tion that the Glass banking bill is open to 
serious question in some of its major provi- 
sions and as incompatable with sound bank- 
ing. 

The Peoples Banking & Trust Company of 
Marietta, Ohio, has purchased the First Na- 
tional Bank of Lowell, which will be con- 
ducted as a branch. 

Randolph P. White has been appointed 
trust officer of the Citizens Trust Company 
of Toledo, O. 


The National Security Bank of Chicago, a 
new institution, opened for business recent- 


ly in the quarters of the old Security Bank 
of Chicago. 

The First Trust & Savings Bank and the 
Ilershey State Bank of Muscatine, Iowa, are 
being consolidated with Ross F. Davis as 
president. 

Four affiliated banks of the First National 
Bank of ‘Seattle, Wash., have become branches 
of the parent institution. 
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Special Correspondence 


BANK OF AMERICA INAUGURATES 
EXPANSIVE PROGRAM 


Three important developments took place 
recently in connection with the activities of 
the Bank of America of California which 
evidences a determination on the part of the 
management to enforce normal procedure in 
fact rather than in sentiment alone. Con- 
sistent with this attitude is the recent de- 
cision of the board of directors, upon advice 
from Chairman A. P. Giannini to resume 
dividend payments on the stock of the Bank 
of America on a basis of thirty-seven and 
a half cents a share, practically all of which 
amounting to disbursement of $750,000 passes 
through the Transamerica Corporation which 
owns over 99 per cent of the bank’s two mil- 
lion shares of stock. 

The second important development at the 
Bank of America is the restoration of sala- 
ries to former levels, immediately affecting 
2,200 employees of the bank’s main office 
and its 410 branches throughout the state. 
This order places 57 per cent of the em- 
ployees of the Bank of America and _ its 
branches on the normal salary basis. Com- 
menting upon this action Mr. Giannini, upon 
his recent return from New York and Wash- 
ington said: “Today we are on the right 
road back to times and the unusual 
means which were employed to meet unusual 
conditions are no longer necessary nor de- 
sirable. Now that business is definitely on 
the uptrend it is right and proper that em- 
ployees should share in the improvement and 
that dividends should be resumed.” 
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The third step taken recently by the Bank 
of America management and announced by 
President Will F. Morrish, is the suspension 
of mortgage foreclosures on farm property 
of every character throughout California 
as a means of providing temporary relief to 
farmers pending effective operation of the 
measures for more permanent farm relief 
taken by Congress and President Roosevelt. 


“JERRY” SULLIVAN HANGS UP 
ANOTHER RECORD 

The California Bankers Association has a 
reputation of many years standing for its 
constructive and efficient influence in ad- 
vancing the interests of banking in that 
state. The past twelve months tested the 
usefulness of this organization as never be- 
fore. The fact that J. F. Sullivan, Jr., vice- 
president of the Crocker First National Bank 
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of San Francisco, was at the helm of the 
ship as president of the Association, afforded 
sufficient assurance that the organization 
grasped every possible opportunity to give 
good account of itself during this hectic past 
year with its dramatic and nationwide bank- 
ing moratorium. 

“Jerry” Sullivan won his 
the World War, first as seaman and later 
as ensign and naval lieutenant, witnessing 
active service in foreign waters with trans- 
ports and destroyer squadron. It was per- 
haps some of the spirit of those days that 
animated his manifesto as president of the 
California Bankers Association when, at ‘the 
outset of the banking crisis several months 
ago he ealled upon depositors to exercise 
patriotic instinct and not those of slackers, 
by keeping their deposits in their banks. The 
appeal was effective, as shown by Califor- 
nia’s fine record of banking stability aud 
solvency. 

Mr. Sullivan laid down his baton as head 
of the C. B. A., at the recent annual con- 
vention at Pasadena and the reports of ac- 
tivities: presented at that gathering showed 
that the organization has made one of the 
finest records in its history during the ad- 
ministration of President Sullivan. 
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Fred T. Elsey, president of the Américan 
Trust Company of San Francisco, has been 
elected to membership in the Society of Cali- 
fornia pioneers. His father came to Cali- 
fornia in 1849. 

The Central Bank of Oakland, resulting 
from the business formerly conducted by 
the Central National Bank & Central Sav- 
ings Bank, has capital structure of $6,500,- 
000 with A. J. Mount as president. 

W. A. Kennedy, president of the First Na- 
tional Bank of Pomona, has been elected 
president of the California Bankers Associa- 
tion with A. L. Lathrop, vice-president of 
the Union Bank & Trust Company of Los 
Angeles, as treasurer. 

James L. Wilson, trust officer of the First 
Security Trust Company, at ‘Salt Lake City, 
has been elected president of 'the Trust Sec- 
tion of the Utah Bankers Association. 

George T. Peterson has been appointed 
assistant trust officer of the Central Na- 
tional Bank of Oakland, Cal. He was for- 
merly trust officer of the First National Bank 
of Seattle, Wash. 

Perey E. Cleland, vice-president of the 
International Trust Company of Denver, has 
resigned to become associated with R. G. 
Bulkley & Company, a Denver investment 
banking firm. 
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The advertisement at the left is one cf a 
seties which Wachovia is running in the news- 
papers of five cities, in order to bring about 4 
better understanding between bankers and the 
public, and to persuade the layman to enlist his 
influence in favor of sound banking principles. 
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SECRETS ACT 
SERVICE 


THE FEDERAL SUPPLEMENT’ TO 
THE STOCKS AND sg LAW 
SERVICE—Reporting everything pertain- 
ing to the new Federal Scouts Act of 
1933” via rapid loose-leaf service system. 

The text of the law is followed by a com- 
prehensive, expertly prepared and logically 
built-up compilation, fully annotated and 
explained. Regulations and forms will be 
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opinions, rulings, discussions, artic be any 8 2 { 
are currently reported under “New Mat- 
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Life Insurance Securities Act problem consult the 
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The experience gained by more than 

a century of conservative banking serv- 

ice qualifies this. Company to act in 

every individual and corporate- trust 
capacity. 


CORPORATE TRUSTEE 
REGISTRAR 
DEPOSITARY 

TRANSFER AGENT 
DISBURSING AGENT 
PAYING AGENT 


®.¢ ¢ 


| ACCOUNTS OF 
Corporations, Banks, Firms and Individuals Solicited 


CAPITAL and SURPLUS. $25,406,000 











